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‘* Wings for Victory ’’ Weeks 
This year’s special National Savings campaign 
will take the form of a series of ‘‘ Wings for Victory ” 
weeks, the first of which will be held in the City and 


,County of London from March 6 to 13. our 


readers are urged to do their utmost to ensure the 
success of the campaign. We again commend to 
their attention the letter published in our last issue 
from Mr. C. J. G. Palmour, President of the Institute 
of Chartered Accountants, who is Chairman of a 
special committee representative of all the pro- 
fessional bodies. The target for the London area is 
£150,000,000. 


Sir Dennis Herbert 


We should like to associate ourselves with the 
tributes which have been paid to the Right Honour- 
able Sir Dennis Herbert, K.B.E., upon his resignation 
from the office of Chairman of Ways and Means 
and Deputy Speaker of the House of Commons, 
which he had held for many years. Sir Dennis has 
been raised to the peerage, and takes the title of 
Baron Hemingford of Watford. He is a solicitor by 
profession, and was President of the Law Society 
for the year 1941-42. Some months ago we = 
on 
Solicitors Act, 1941, which had then newly received 
the sae oie Assent. 
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Tax Avoidance 


The House of Lords has decided against the tax- 
payer in the case of Latilla v. C.I.R., confirming the 
Court of Appeal judgment reported in our issue for 
April, 1942. The Lord Chancellor said that of recent 
years much ingenuity had been expended in certain 
quarters in attempting to devise methods of dis- 
position of income by which those who were pre- 
pared to adopt them might enjoy* the benefits of 
residence in this country without sharing in the 
burden of British taxation. Judicial dicta might be 
cited which pointed out that however elaborate and 
artificial such methods might be, those who adopted 
them were “‘ entitled” to do so. There was no doubt, 
of course, that they were within their legal rights, 


_ but that was no reason why their efforts, or those of the 


professional gentlemen who assisted them in the matter, 
should be regarded as a commendable exerciseof ingen- 
uity or as a discharge of the duties of good citizenship. 
One result of such methods, if they succeeded, was 
to increase the load of tax on the great body of 
citizens who did not desire, or did not know how, to 
adopt these manceuvres. Another consequence was 
that the Legislature had made amendments to the 
income tax code which aimed at nullifying the 


__ effectiveness of such schemes. 
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The Beveridge Debate 


On page 104 of this issue we present the first of 
a series of articles in which Sir William Beveridge’s 
Report on Social Insurance and Allied Services is 
analysed by Mr. Henry Lesser, O.B.E., author of 
a standard work on National Health Insurance and 
a previous contributor to our columns. It is 
unfortunate that the proposals became the subject 
of some heated controversy in the recent debate in 
the House of Commons. The Government accepted 
the majority of Sir William’s recommendations in 
principle, but refused to enter into specific commit- 
ments in view of the uncertain post-war financial 
position. As we go to press a debate is about to 
take place in the House of Lords. In the meantime, 
the case against the Report has been ably presented 
in a dispassionate analysis by Mr. C. Clive Saxton, 
D.Phil., F.S.A.A., which has been published in 
pamphlet form by G. Harrap & Co., Ltd., under the 
title, ‘‘ The Beveridge Report Criticised.” 


The London Students’ Society 

The black-out, travelling restrictions, the absence 
on military service of many members and the heavy 
pressure of work on those who remain, are formidable 
difficulties in the path of those responsible for organ- 
ising lectures and discussions. Inevitably the usual 
activities of branches, district societies and students’ 
societies were either partially or wholly suspended 
after the outbreak of war. It is gratifying to observe 
that meetings are now again being held on an increas- 
ing scale with attendances which show appreciation 
of their usefulness. The Incorporated Accountants’ 
Students’ Society of London is among those which 
have maintained an abridged programme of lectures. 
In our last two issues we have presented articles based 
on two of the lectures delivered during the autumn 
session, and we are confident that the syllabus for the 
spring of 1943, published on page 97 of our February 
issue, will prove equally attractive. The first lecture 
will be delivered by Mr. Collin Brooks at Incorporated 
Accountants’ Hall, at 4.30 p.m.on March 25. The 
subject is “‘ Post-War Construction.” All members 
of the accountancy profession are invited to attend 
this and the two later lectures—‘ Substituted 
Standards,” by Mr. Percy F. Hughes, Incorporated 
Accountant, on April 20, and “‘ Wartime Financial 
Difficulties and Their Adjustment,” by Mr. C. W. 
Bird, a Liabilities Adjustment Officer, on May 12. 


Concentration and Storage 

The President of the Board of Trade has stated 
that concentration of production has been virtually 
completed in fifty-two industries and is in progress 
in nine others, including clothing and furniture 
manufacture. The number of workers so far released 
from concentrated industries is 250,000. In addition, 
137,000,000 square feet of factory and storage space 
have been made available for war purposes, including 
64,000,000 square feet from concentration schemes, 
35,000,000 square feet of non-factory space now used 
for storage, and 38,000,000 square feet converted from 


March, 1943 
non-war to war production. In the clothing industry 
concentration is being carried out regionally. Utility 
clothing now accounts for about 80 per cent. of total 
production, and the proportion is not expected to 
rise much higher because of technical difficulties. 
The methods by which concentration is effected were 
reviewed in an article in our January issue. The use 
of premises suitable for storage is controlled by the 
Location of Industry (Restriction) Orders and the 
Storage Facilities (Information) Order, 1942, noted 
in our issues for November, 1942, and February, 
1943, respectively. 


Women Employed in Accountants’ Offices 


The following information has been received from 
the Ministry of Labour and National Service :— 

Women born in the second half of 1922 and in 1923 
are now liable for service under the National Service 
Acts. Where women of these age groups are engaged 
in accountants’ offices, those in the 1922 (second half) 
class will be subject to withdrawal in the same way as 
those in the 1920/June 30, 1922, classes. Women in 
the 1923 class will only be withdrawn subject to 
prior substitution. 


Lord Nuffield’s New Trust 


Lord Nuffield’s gift of £10,000,000 for the founda- 


tion of a charitable trust is not merely a further 
addition to an unrivalled list of benefactions but is 
also a gesture on behalf of private enterprise. The 
announcement of the new foundation states that 
Lord Nuffield ‘‘ desires to make this donation from 
resources which have been built up through private 
enterprise, in the essential importance of which he 
is a firm believer. He wishes, in so doing, to record 
his view that the spontaneous contributions which 
come from such sources to the service of the com- 
munity are, and must always remain, a vital factor 
in the life of the nation.” 

The objects of the trust are to assist medical 
research and teaching, the organisation and develop- 
ment of medical and health services, scientific research 
and teaching in the interests of trade and industry, 
the pursuit of social studies and, finally, the care 
and comfort of aged ms. Normally, the scope 
of the trust’s activities will be confined to the United 
Kingdom, but attention may be given to projects 
particularly affecting the Empire. Its capital will 
be provided by Lord Nuffield’s shareholdings in the 
Nuffield organisation to the value of £10,000,000, 
the income to be administered by seven managing 
trustees, whe include Sir William Goodenough, 
deputy-chairman of Barclays Bank. It goes without 
saying that in making this arrangement, Lord 
Nuffield is not in any way withdrawing from his 
association with his businesses, with which he 
remains personally identified. Indeed, the 
ment should indirectly benefit the shareholders in 
these undertakings, since there will now be no 
necessity to realise Lord Nuffield’s interests for death 


. duties, provided that he survives his benefaction for 


at least a year. 
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THE STOCK EXCHANGE AND 
THE SHAREHOLDER 


There will be general agreement that since the 

Companies Act, 1929, considerable improvement has 
been effected in the standard of company practice, 
particularly as regards accounts and information to 
shareholders. Even so, exceptions are rather too 
numerous and there is room for further improvement: 
Progress made during the last fifteen years may be 
attributed to the demand of investors (both private 
and institutional), to the influence and statements 
on behalf of the accountancy profession, to the 
articles and correspondence in the financial press, to 
steps taken by directors themselves and, by no 
means least, to the more direct recommendations of 
the Stock Exchange. 
- Inevitably there will be further legislation con- 
cerning companies in the future, but Parliament is 
likely for some time to be absorbed with more urgent 
problems. Voluntary moves to improve the standard 
of company practice, therefore, become the more 
important. 

The Stock Exchange is the main channel of invest- 
ments in public companies. In recent years its policy 
has been directed not only to the interests of its 
members but to an increasing regard for those of 
investors as a whole. Its influence in these directions 
has undoubtedly strengthened the confidence of 
investors and general regard for the Stock Ex- 
change as a public institution. 


From time to time the Stock Exchange Committee . 


have made recommendations and have exercised more 
direct influence over the affairs of companies through 
the “ Permission to Deal” Rules. At the same time 
the Committee have not pressed their views to such 
an extent as to have caused resentment on the part 
of those responsible for the management. of public 
companies. 

The recent memorandum of the Stock Exchange, 
. published on page 108 of this issue, is to be welcomed, 
and among those consulted in regard thereto were 
the Institute of Chartered Accountants and the 
Society of Incorporated Accountants. It deals in a 
simple way with the intractable problem of the 
exercise by shareholders of their rights. The object 
is to ensure that every shareholder shall be in a 
position to form a fair opinion of the merits of pro- 
posals made by directors and shall have an effective 
voice in decisions. 
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It has indies been difficult to ensure the proper 
amount of control (but not more than the necessary 
control) by the shareholders who are proprietors of 
the company. The directors must be responsible for 
management; and, for the successful conduct of the 
company’s business, the shareholders must have con- 
fidence in the directors. Nevertheless, the shareholders 
have a natural, no less than a statutory, right to 
accept, to amend or to reject proposals made by 
directors. The difficulty of obtaining a collective 
expression of opinion is practical, and the indifference 
of shareholders is notorious. In practice, com- 
paratively few shareholders can attend meetings and, 
even if there be a large attendance, it does not always 
follow, when contentious proposals are under dis- 
cussion, that a meeting charged with emotion is the 
best means of forming a clear judgment. The system 
of proxies is a reasonable way of meeting these 
difficulties, provided it is not abused. 

The recommendations of the Stock Exchange 
Committee call for clarity of information to share- 
holders, adequate time for consideration, and oppor- 
tunity to vote for or against any proposals put 
forward. Broadly, it is recommended that share- 
holders should be given fourteen days before a meeting 
to consider proposals, and proxies should be in such 
a form as to enable shareholders to vote for or against 
any resolutions. 

Presumably, if several resolutions are to come 
before a company, a shareholder will be able to sup- 
port or reject each separate resolution. It is to be 
hoped that there will be no legal obstacles to having 
proxies drawn up in this form. 

It may be appropriate to mention that in 1931 when 
Mr. Henry Morgan was President of the Society he 
expressed in definite terms the view that the normal 
operation of the proxy system left shareholders 

ost powerless to exercise their voting rights, and 
he urged the use of what are now called “ two-way ”’ 
proxies. 

The memorandum indicated that the Chartered 
Institute of Secretaries felt unable to give unequivocal 
support to the “ two-way” proxy. If A, a private 
shareholder, appoints B, a private shareholder, to 
vote for him at the meeting, it may be that A may 
wish to leave B discretion as to how the vote shall be 
exercised, depending upon the information afforded 
at the meeting. This is sound in principle, but in the 
nature of t it is hardly likely that the number 
of proxies given in this way can be considerable. 
Perhaps this over-simplifies the matter, but we feel 
that a broad approacli to the question is desirable, 
and in our view the recommendations of the Stock 
Exchange Committee are practicable and are to be 
commended. 

It is proposed to amend the ‘‘ Permission to Deal ” 
Rules. Thus as regards new issues the provisions of 
the memorandum will become mandatory, but as 
regards existing issues they are recommendations. 
We are sure that they will be readily fandard by 
companies, and will improve the stan of 
company eneine. 
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British Railway Finance 
By HARGREAVES PARKINSON 


It would be helpful if someone would write a thesis 
about the mutual reactions of accounting and 
psychology in the queer borderland where they march 
abreast. Why, for example, does the absolute level 
of a company’s earnings Be nerally tend to rise after 
the process known as “cleaning up the balance- 
sheet,”’ although the operation does not, in itself, 
bring a penny of new working capital ? Why do com- 
"eam with few debentures or preference shares and a 

ge amount in ordinary shares always. seem (other 
things being equal) to be better off for liquid resources 
than companies with a larger prior charge element in 
their total capitalisation? Earning power is a 
function of real resources, and should be identical 
(apart from income tax allowances for wear and 
tear) whether one’s works are carried in the balance- 
sheet at £20,000 or £200,000, and whether net revenue 
is divided between prior charges and the equity in the 
ratio of three toone or onetoten. Yet everybody who 
has had experience of a number of companies, whether 
as accountant or as investor, knows that directors and 
managers can somehow never forget that they have a 
water-logged balance-sheet or that the margin of 
earnings after paying cumulative preference dividends 
is apt to be very thin. It ought not to affect their 
policy or its results—but somehow it does. 

The point is entirely psychological. Its cumulative 
effects, however, may be real enough. There is no 
legal obligation on a company to declare and pay a 
cumulative preference dividend before setting aside 
any sum to general reserve. But if the preference 
dividends absorb the greater part of available earn- 
‘ings, and still more if they are short-earned, directors 
will pay them as far as they can, if only to avoid 
piling up arrears. It is the “ low-geared ” companies 
(i.e., those with a low proportion of fixed interest 
capital) which tend to put most to free reserves over a 
period of years. And those are the companies which, 
consequently, in the long run are better able to meet 
adversity and to secure increasing profits, because 
their effective working capital is receiving constant 
accretions of ploughed-back earnings. 


Railway Capital 

All this has a direct bearing on- British railway 
finance, the subject of fhe present article. The 
capitalisation of British railways is notoriously high- 
geared. It is also large in aggregate amount. A 
rns oy mile of railway with all its appurtenances, in an 
“old”’ and “settled” country like Britain, costs 
many thousands of pounds to construct. The smallest 
of the Big Four British railways has a total issued 
capitalisation (including debenture stocks) of £150 
oe while a large road operating concern like 
(which does not have to buy or construct the 

bo its vehicles run over) has a total issued capital 
of under £5 million. Even the largest British 
industrial company, Imperial Chemical Industries, has 
an issued capital of {74 million only, which is no 
more than half that of the smallest of the Big Four 


_ railway Big Four were as 


tailways and less than one-fifth of that of the. largest 
of them. Finally, railway earnings, in recent years, 
have tended to have rather wide fluctuations. In the 
decade before this war, the total net divisible earn- 
ings, available for fixed charges and dividends, of the 
h as {37.9 million in 
1937 and as low as {26.4 million in 1932. 

To say that railway capitalisation is high-geared is 
to put the matter very mildly. Railway capital 
nomenclature is somewhat peculiar and may be 
misleading to those who, being unfamiliar with it, 
wish to compare railway finance with that of com- 
panies in industry generally. For such a comparison, 
what on the railways are known as “ guarante 
stocks must be treated as being the equivalent in all 
respects of cumulative preference stocks. Railway 

“ preference ”’ issues are non-cumulative stocks rank- 
ing after the guaranteed. ‘‘ Preferred ordinary ’’ are 
a species of junior non-cumulative preference. 
From all but a legal standpoint, they are not ordinary 
stocks at all; there is no equity in them. They 
merely have the right to a maximum non-cumulative 
dividend, with a given ranking in the hierarchy of 
stocks, immediately ahead of the ‘‘ deferred ordinary,” 
which are the ultimate equity stock. 

Taking the different stocks of the four main line 
railways, and arran them under four heads— 
debentures, cumulative preference, non-cumulative 
—— and true equity stocks—we have the 
ollowing table, the figures being as at December 31, 
1941 :— 


Capitalisation of ‘‘ Big Four” Railways (£000) 


Cumulative Non-Cum. pe 
Debentures Preference i Bauity 
(“Guaranteed”’] “ Preferred Ord.” re) Stocks 


LMS... 109,142 40,693 168,742 95,202 
LINE. ... 119,322 60,764 160,740 35,924 
G.W. 39,998 31,525¢ 35,274 42,930 
S.R. 54,702 12328 70,284 31,490 
Total 4co.’s 323,164 145,310 435,040 205,546 


* Only L.N.E. and S.R. have Preferred Ordinary Stock. 
™ uding {7,708,000 5 per cent. Rent Charge Stock. 


T the four railways as a whole, out of a total 
capital of £1,109,060,000 ranking for interest or 
dividends, some 29.2 per cent. is in debentures, 13.1 
per cent. in cumulative preference stocks, 39.2 per 
cent. in non-cumulative preference and 18.5 cent. 
in Sr In other words, four-fifths of British 

poi capital is fixed interest or fixed dividend 
capital and only one-fifth is variable dividend capital. 


Earnings and Dividends 
High-gearing, of course, is not necessarily synony- 
mous with low ordinary dividends. Everything 
depends on the ratio which total bear to 
total capital. Some of the older investment trusts, 
for example, have uarters or more of their 
total issued capital in the form of debenture and 
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gealhiinidae eatin, and are still able in normal times 
to pay 20 per cent. or more in dividends on their 
ordinary stocks. Indeed, high-gearing may be 
deliberately adopted as a means of “ boosting up” 
ordinary dividends, provided total profits are large 
enough To take an imaginary example, if a company 
is earning 10 cent. overall on its capital, and 
four-fifths of the capital is in fixed interest stocks 
requiring an average of 5 per cent. for their service, 
then earnings on ordinary capital will be as much 
as 30 per cent. But when the overall rate of earnings 
is low, high-gearing works the other way. 

Now, the crucial point in connection with British 
railway finance is that the overall rate of earnings on 
issued capital is low, judged by the standards applic- 
able to industry in general. In the worst pre-war 
year of the 1930’s—1932—the ratio was approxi- 
mately 2} per cent.; in the best—1937—it was 
approximately 34 per ‘cent. In 1941 and 1942, when 
the railways were receiving a fixed rental from the 
Government for the use of their systems, the ratio 
was 3.6 per cent. Now, the overall percentages 
required for full payment on the fixed interest stocks 
of each of the four lines (including everything from 
debentures down to preferred ordinary, if any) on the 
1941 figures, were as follows :— 


(Weighted ——, 
0 

fe 
LMS des .» 4,07 
a? ae in ae 
G.W. sie ae 
S| oe + 462 
Four Co.’s 4.18 


Broadly, if the earnings of the four railways 
averaged more than 4} per cent. on their total capital, 

‘high-gearing’”’ would benefit the equity stock- 
holders. Unfortunately, as the present overall rate 
is only a little over 3} per cent., the gearing factor 
works the other way. The overall earnings per- 
centages—the rate of total earnings to total capital— 
for each of the four lines are given below for 1941*:— 


% 
LMS ~ a ee 
e - — 
G.W. aa be 
S.R. as —- | 
Four Co.’s —-_ * 


On the Great Western, the overall earnings percentage 
is in the near neighbourhood of the average per- 
centage payment on all fixed interest stocks. On the 
other three lines, however, it is below that level, 
particularly on the London and North-Eastern. This 
has two consequences, which deserve serious con- 
sideration from the viewpoint of their continuing 
effect on railway finance. In the first place, the 
railways have a strong incentive to distribute profits 
up to the hilt in order to pay dividends on all their 
fixed dividend capital and make a relatively small 


*This article goes to press at a moment when the 1942 
earnings, but not the full reports for the year, have been 
published. Changes in the amount of capital ranking for 
dividend will, however, have been small. The overall ratios 
for the four lines, in the order given, basing 1942 earnings on 
end-1941 capitalisation, are, respectively: 3°77, 2°84, 4°63, 
4°09, and (four companies) 3° 62 per cent. 
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yment on their true equity capital (on present 
all the companies can do this, except the 
London and North-Eastern). In the second place, 
the dividends which the equity stocks receive are 
not high enough to enable them to command anything 
near par in the market. — 


Post-War Prospects 

If the railways wish to raise new capital, therefore— 
and after the war they assuredly will—it is imprac- 
ticable for them to obtain it by issuing equity stocks. 
In the long run, this cannot be regarded as a sound 
position. To pile up increased fixed charges will be 
to accentuate the difficulties which the railways’ 
capitalisation already involves. In the years im- 
mediately before the war, the railways were obtaining 
new capital at “ gilt-edged ’’ rates under a Treasury 
guarantee. That certainly enabled them to borrow 
on exceptionally cheap terms, but it was not a 
process which could have continued indefinitely. 
In the long run, it may be argued, it would be to the 
advantage of the companies if, in order to provide 
improved services and meet a possible renewal of 
road transport competition, they could obtain access 
to the capital market by issuing risk-bearing equity 
stock, as companies in other industries do. 

Possibly, a future rise in earnings might enable them 
to achieve that position. If the “ standard revenue,” 
foreseen under the Railways Act of 1921, were forth- 
coming, the London, Midland & Scottish and Great 
Western would attain that enviable state, but even 
the “‘ standard” figures would not allow enough on 
London & North-Eastern or Southern deferred 
ordinary to bring the stocks to par. 

With all due respect, some reorientation of the 
railways’c apital structure would, it may be suggested, 
be in the general interest. In the past, the reply has 
generally been made that the capital assets of the 
railways would cost a good deal more to replace 
than the figures at which they stand in the books. 
But the question is not one of asset valuation, but of 

ings in relation to issued capital. The railways 
are fully entitled to point out that the war has shown 
what they are capable of earning when their systems 
are working to capacity; for their current net 
receipts are more than twice the Government rental. 
But no one expects post-war receipts to be at any- 
thing approaching that level. 

There would, of course, be legal difficulties in the 
way of any extensive capital readjustment, but they 
could be overcome. What is indicated is a change 
in the general structure which would greatly increase 
the proportion of equity capital to the whole and, 
subsequently, would permit of a reduction in its 
nominal value. That would not alter the rights of 
owners in the least, because equity holders hold the 
equity, whatever the denomination of their stock. 
But it would enable annual dividends to be declared 
at percentage rates sufficiently high to allow of the 
issue of further stock at par or better. Once that 
position were reached, the companies might be able 
to follow the example of companies in every other 
industry, and increase their working capital by 
steadily ploughing back an appreciable proportion of 


_ annual profits 


‘ . > e 
a acc 

43 
ast 
rs, 
he 
nn 
he 

in 
‘is x 
tal 
be 

it, 
m- 
mn, 
l ” : 
all 
ay 
k- 
ure 
ce. 
ry 
ey 
ive 

of ‘ 
a 
ine 
, 
ive 
the 
31, 
0) 
7 *- 
= 
202 
924 
30 : re: 
190 . 
546 
tal 

or 
3.1 
per 
nt. 
‘ish 
and 
tal. 
ny 
ing 

to 
sts, 
heir ee. 
and 


The general scope and character of the Beveridge 

of Social Security were concisely reviewed in 

the editorial in our January issue. It is now proposed 

to submit to a somewhat more critical examination 

certain aspects of the scheme relating to benefits, 
administration and finance. 


The Assumptions 


With the three major and important assumptions 
on which the plan is based, the present. writer is not 
for the moment concerned ; but as they affect the 
scheme of benefits, it will be convenient to state 
now what they are :— - 

A. Children’s allowances, averaging 8s. a week for 

each child other than the first when the parent 

is earning, and for the first child in addition during 
interruption of earning, i.e., during sickness or 
unemployment. 

. A comprehensive health service for every citizen. 


Ow 


avoidance of mass unemployment. 


Proposed Classes of Insured Persons 
For the purposes of the scheme, the population 
would fall into four main classes of working age 
and two others below and above working age 
respectively, as follows :— 

I. Employees, that is, persons whose normal 
occupation is employment under contract of 
service. 

II. Others gainfully occupied, including employers, 
tradérs and independent workers of all kinds. 

III. Housewives, that is, married women of working 


age. 
IV. Others of working age not gainfully ‘occupied. 
V. Below working age. 
VI. Retired above working age. 


Benefits 


Thus, the scheme applies in one respect or another 
to everyone. For a single flat-rate contribution 
according to the class within which you fall, you 
may become entitled to a bundle of different benefits. 
The rates of these contributions and benefits are 
purely provisional and, as Sir William Beveridge 

ints out, they might even be left blank, and filled 
in after the war in the light of economic conditions 
then prevailing. The underlying idea is to prevent 
want, and for that pupete the various benefits are 
intended to cover the needs of bare subsistence on 
the assumption of a 25 per cent. increase in the cost 
of living as compared with that in 1938, including 
an allowance of 10s. a week for rent. 

The list of benefits is neatly set out in paragraph 
401 of the Report. Briefly, they are unemployment 
benefit, disability benefit, retirement pension (after 
a transition period of 20 years) and training benefit, 
all at the uniform rate é: 40s. for a man and wife 
_ jointly and 24s. for a sing: . Unemployment 
and disability benefits are my unlimited in duration. 


The Beveridge Report 
I 


By HENRY LESSER, O.B.E., LL.B., F.C.I.I., Barrister-at-Law 


The maintenance of employment, that is, the 


In addition, the scheme includes a marriage grant, 


maternity benefit, funeral grant, widow’s benefit, 


children’s allowances and industrial pensions. 

The initial qualifying contributions are to be 26 
for unemployment or disability benefit, or 156 for 
disability benefit exceeding 52 weeks. These con- 
ditions do not apply to disability due to industrial 
accident or disease, or to widow’s or guardian’s 
benefit. In regard to retirement pensions, new 
entrants into insurance must contribute for 10 years 
before being qualified. At the outset it is proposed 
that regulations shall provide the extent to which 
contributions under the existing schemes shall be 
taken into account. 

The rts rates of contributions proposed are :— 


Insured Employer Total 
Person 
. s. d. s. d. s. d. 
Class ai i ge 
Men sa 4 3 $ 3 7. 6 
Women .. 3 6 2 6 6 0 
Class [I—Others gain- 
fully occupied— 
Men i 4 3 — 4 3 
Women -3 9 -- 3 9 


Lower rates are prescribed for individuals under 
age 21 and for those who are not gainfully occupied. 

As these rates of contributions and benefits are 
provisional only, it is important to consider carefully 
the underlying policy of the scheme of benefits, 
that is to say, the conditions on which they are 
payable. Sir William distinguishes voluntary in- 
surance from social insurance principles. In the 
former, he says, premiums are related to the individual 
risks insured against ; in the latter, which is com- 
pulsory, all risks are pooled at a flat rate of premium. 
He makes an exception of industrial disease and 
accidents. His plan, he points-out, is “a new type 
of human institution,” in which the rights and 
obligations of the persons insured differ from any- 
thing to be found in any other insurance scheme in 
the world—voluntary or social. What apparently 
he means is this: The benefits to which a person is 
entitled as of right by virtue of his contributions 
are one thing ; the duties he owes to the community 
as an obligation of citizenship in return for the 
privileges the enjoys are another. Sir William. 
merges these two principles into one scheme, makes 
the State guarantee the benefits, but after a limited 
period imposes restrictive conditions impinging on 
the personal liberty of the claimant. 

Thus, whilst declaring “that the rates both for 
unemployment and for disability should continue 
without diminution so long as unemployment or — 
disability lasts,” he lays down the following 
conditions :— 

(i) Men and women in receipt of unemplo 
benefit cannot be allowed to hold out indefinitely 
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for work of the type to which they are used or 
in their present places of residence, if there is 
work which they could do available at the stan- 
dard wage for that work. 
(ii) Six months would be a reasonable average period 
of benefit without conditions, but for young 
Fee the period should be shorter. - 
(iii) Measures for control of claims to disability 
benefit would need-to be strengthened, and 
(iv) Conditions imposed on benefit must be enforced 
where necessary by suitable penalties. 
Sir William does not indicate what these “ - 
ties ’’ would be. This. proposal is a new and bold 
experiment in democracy, but care should be taken 
to see that it is fully understood by insured persons. 
Take, for example, unemploymerit benefit. The 
Beveridge proposal is that, as a general rule, benefit 
shall be payable for six months. After that the 


insured person must attend a training centre. The ~ 


question arises: For what work is he to be trained, 
and where? The answer is—for any work and 
anywhere a Government official considers reasonable. 
And if the insured person (man or woman) is unwilling 
to leave home and family and friends, is unemploy- 
ment benefit to cease—benefit which was promised 
‘“‘so long as unemployment lasts’? The answer 
seems to be—Yes. Then, presumably, having for- 
feited his insurance rights, the insured person would 
have to apply for national assistance, subject to a 
needs test which is not yet defined. This arrange- 
ment might, perhaps, work well when employment 
generally is good throughout the country, but would 
break down in times of serious and prolonged trade 
depression, and the taxpayer would be left with a 
very serious financial liability, if benefit is to be paid 
as of right. Hence the importance of realising Sir 
William’s Assumption C, the avoidance of mass 
unemployment. 

Again, take widow’s benefit. At present a widow 
gets 10s. a week payable for life or until re-marriage, 
with allowances for children up to 14 years of age, 
or the date they leave school. If she finds work 
she still gets her pension. Under the Beveridge 
proposal a widow without children would get a weekly 
allowance of 36s. for 13 weeks only. After that the 


allowance stops. She must be trained for work of - 


some kind suitable to her capacity and would receive 
training benefit for 26 weeks at 24s. a week. And 
this applies, of course, not merely to young women 
in their twenties or thirties, but to widows in their 
forties and fifties—up to sixty years of age, when, 
if the widow retires from work, she may take her 
pension. If a widow has dependent children she 
would, after 138 weeks, receive guardian benefit of 
24s. a week so long as she has the care of them. 
If she goes out to work, however, a reduction from 
full guardian benefit would be made of a proportion 
of her earnings. And then follows the provision that 
the widow would be entitled to funeral grant in 
respect of herself and any dependent children. 

In this matter it is, perhaps, of interest to recall 
the words of the late Mr. Neville Chamberlain during 
the debate on the Widows’, hans’ and Old-Age 
Contributory. Pensions Bill on May 18, 1925 :— 

-“ You ought to consider in this matter not merely 
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the woman, you should consider, in the first place, 
the man. It is the man who is going to make the 
contribution, it is the man who is effecting the 
insurance ; and surely the first thing a man thinks 
about is that you should make provision for his 
widow. He may have no children, he may never 
have any children, all the children may have died. 
The young man has had no time to save up money 
for his wife if anything should happen to him. 
Surely the first thing he wants to know is that 
something will be there for her when he is no 
longer there to look after her.” . 


Disability Benefit 


Dealing with Assumption B—the establishment 
of a comprehensive health and rehabilitation service — 
—Sir William Beveridge says: ‘The case for 
regarding Assumption B as n for a satis- 
factory system of social security needs little emphasis. 
It is a logical corollary to the payment of high 


_ benefits in disability that determined efforts should 


be made by the State to reduce the number of cases 
for which benefit is needed.”’ 

It is well known to doctors that the question of 
incapacity for normal occupation is not always an 
easy matter to determine even in cases of temporary 
illness ; but when you have to decide the question 
of permanent incapacity for amy work as a qualifica- 
tion for the payment of benefits for an indefinite 
period of a weekly amount of, say, 56s. (including 
children’s allowances) for the average case of a 
married couple with two children, the responsibility 
is vastly greater because of the very serious financial 
repercussions on the benefit funds. 

The Government Actuary allows for an increase 
of 124 per cent. in the sickness claims, and then goes 
on to say in aph 22: “ the position is definitely 
speculative, but it is clear to me that the realisation 
of a level of incapacity as low as that which I have 
adopted can only be achieved with a full appreciation 
of their responsibilities on the part of all concerned, 
that is to say, the active co-operation of the insured 
persons together with a high standard both of medical 
certification and of administrative supervision.” The 
maintenance of the requisite high standard of medical 
certification and supervision would depend on the 
organisation of the comprehensive health service. 
This, Sir William suggests, should be the subject of 
a further investigation by a committee representing 
the various professional interests concerned, and the 
Government'will have to decide the question of setti 
up a State Medical Service or the continuance o 
medical treatment by private general practitioners. 
On this matter the Report says: ‘‘ The possible 
scope of private general practice may be so restricted 
that it may not appear to be worth while to preserve 
ig 

One thing, however, is clear, that if this very 
comprehensive health and rehabilitation service is to 
be given as an insurance benefit, that is as of right, 
it must be guaranteed. In other words, the Govern- 
ment must deliver the goods. The doctors, surgeons, 
consultants, specialists, hospitals, nurses, midwives, 
dentists and opticians must be brought to places 
where the insured persons can use them. It is 
difficult at the moment to see how this would be 
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icable unless the State, as the guarantor, could 
in one form or another control these services. But, 
no doubt, more light on the subject will be forth- 


coming later. 
Industrial Accidents : 

Under the Beveridge Plan the present system of 
workmen’s compensation would be superseded and 
provision made for industrial accident or disease 
within the unified social insurance scheme. Where 
the incapacity lasts for less than 13 weeks, it would 
be treated in the same way as ordinary sickness. 
After that period, however, the proposal is to give 
the insured person an industrial pension of two- 
thirds of weekly earnings, but not more than {3 
a week and not less than would have been paid 
as disability benefit and dependant allowance, if 
any. For partial disability, a pension proportionate 
to loss of earning power would be paid, while in the 
event of death a lump sum to be determined in 
accordance with statutory. regulations would be 
granted. 
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Employers in industries scheduled as hazardous, 
in addition to their share of the normal social 
insurance contribution, would be required to pay an 
industrial levy representing two-thirds of the excess 
cost of industrial diseases and accidents in such 
industries. 

The administration of this benefit would certainly 
not be so simple as it seems. Many cases of alleged 
accident would have to be examined from the point 
of view of negligence involving common law liability, 
and it is difficult to say what the functions of the 
Social Security Offices would be in this respect. 
Are they to assist the insured person by initiating 
proceedings against the employer ; or to investigate 
cases, say, of defective plant or breach of statutory 
duty under the Factories Act; or, as under the 
Personal Injuries Act, to bring coercive pressure to 
bear on the insured person to recover damages where 
third parties are involved? The solution of all 
these problems is deferred for further consideration. 


(To be continued) 


The Chancellor Speaks 


[CONTRIBUTED] 


The recent House of Commons debate on post-war 
economic policy was noteworthy for a speech by the 
Chancellor of the Exchequer, which was certainly the 
best Sir Kingsley Wood has made since he took up his 

esent office. That speech gave the first official 
indication of the continuous and detailed study to 
which the problems of post-war economic Policy have 
for some time been subjected in various Government 
departments. It also lifted a discreet corner of the 
veil which has hitherto hidden the inter-Imperial 
discussions on post-war exchange policy which took 
place in the closing months of 1942. The speech will 
thus bear analysis for the hints it may provide of the 
trend of thought which has emerged from these 
labours and for its suggestions of the kind of economy 
towards which the authorities at the Treasury, who 
are co-ordinating much of that work, would have us go. 

The Chancellor’s speech invites a twofold classi- 
fication. In the first place his remarks fell into the 
categories of those applying to the immediate post- 
war period, the period of continuing shortages, during 
which an extension of physical controls over con- 
sumption and distribution will be inevitable and those 
relating to the more permanent economic set-up that 
will emerge from this period of transition. In the 
second place the line of demarcation in his proposals 
could be drawn as between those that concerned the 
domestic economy and those more _ particularly 


applicable to external matters such as the problem of 


the exchanges. 


_ Immediate Post-War Problems 

Sir Kingsley Wood began by stressing an obvious 
truth which is all too often ignored, namely that not 
only this country but the whole world must be the 
poorer for this war. The economic disturbance 
caused by this war, he pointed out, is much greater 
than that caused by the last. There has already been 
a much deeper and more widespread shortage of all 


kinds of civilian supplies. Military operations have 
already entailed far greater material destruction than 
anything sustained in the last war. As for ourselves, 
we have drawn far more heavily on our reserves and 
foreign assets and no new.economic theory or financial 
manipulation, however ingenious, can alter this hard 
but unescapable fact. The Chancellor did not argue 
from this, that we néed feel depressed about the 
future. But the leeway that had to be made up was 
both a challenge to the nation to put forth its best 
effort and an argument against assuming that we 
could switch overnight into a comparatively free 
peace economy at the end of hostilities. 

-The basic objective of economic policy which the 
Government has set itself is ‘‘ active employment for 
the people of this country.’’ That is the fundamental 
premise from which we must view the Chancellor’s 
proposals for the immediate and longer term post-war 
problems and for the domestic and external aspects 
of those problems. “It is not only,’ said the Chan- 
cellor ‘‘ that we must not repeat the tragic story of the 
years between the wars, but that we must realise that 
all our hopes for the future will depend upon our 
success in achieving this. If we are to succeed it will 
depend by no means on Government policy alone, nor 
shall we achieve prosperity and security painlessly 
and comfortably. It will largely depend upon the 
enterprise of industry and trade, the skill of our work- 
people, the courage of our investors and the willing- 
ness of all to work for the better things we all desire 
to achieve.’’ The Chancellor stressed repeatedly that 
no Government policy, no schemes of public works, 
no plans, however wise and progressive, could take 
the place of individual efficiency and enterprise. This 


is the framework of fundamental principle within 


which his more concrete proposals must be framed. 
The main problem-in the immediate post-war period 

will be to control and direct the demand for goods so 

as to secure the orderly recovery of our economic life, 
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including above all adequate production for export. 
The greatest.danger envisaged by the Chancellor in 
this period is that of runaway inflation. There will 
be a shortage of all goods for civilian requirements, 
there will be a tremendous potential replacement 
demand, and.there will be a natural tendency to spend 
money freely after the voluntary and enforced 
abstinence of the war years. None the less the 
Chancellor felt able to express the belief ofthe 
Government “that subject to certain conditions, it 
should be possible for the general price level to settle 
down after the war at a figure nor far different from 
what it is at present, without imposing an impossible 
burden on the Exchequer.” The conditions to which 
this assertion is made subject are that the Government 
continue the policy of stabilising or subsidising the 


cost of living, that the controls relating to the demand 


for scarce materials be maintained and that the 
Government continue to control issues of capital “‘ in 
order to see that capital irrigates those developments 
which are nationally most important.’’ Another 
condition may be added, namely that the burden of 
taxation, though it will be somewhat mitigated at the 
end of the war, will remain exceptionally heavy when 
judged by pre-war standards. 


The Balance of Payments 

In considering the longer term aspects of economic 
policy the first issue to which the Chancellor devoted 
himself was the restoration of the balance of pay- 
ments. In the immediate post-war period, limitation 
of imports by Government control will help to ensure 
the required balance, but that cannot be the Govern- 
ment’s major instrument for dealing with this pro- 
blem. Sir Kingsley Wood recalled that out of our 
£850,000,000 of imports in 1938, some £418,000,000 
was for food, drink and tobacco, £315,000,000 for the 
raw materials and semi manufactures essential to our 
industries, {45,000,000 for motor oil and £75,000,000 
for finished manufactured products. These imports 
were to a considerable extent paid for by invisible 
exports, some of which, like our income from overseas 
investments, have largely disappeared and others will 
be sadly depleted for a long time to come. We must 
therefore rely in the mdin upon a considerable 
expansion of.exports. Upon them, said the Chan- 
cellor, will largely depend our standard of life after 
the war and our future hopes and plans for the better- 
ment of this country. Sir Kingsley poured cold water 
on the idea that this expansion of exports can take 
place without much effort, but as part of an inter- 
national plan for an agreed division of world markets. 
International competition, he suggested, will remain 
the order of the day. We shall only sell our goods 
abroad if we sell the right goods, of the right quality 
and at the right prices. Therefore, he said, there 
must be a high priority for the export trade in all 
our post-war efforts. But industry must also be 
ready to adjust itself to changes in demand, to 
technical improvements in production, to the dictates 
of better commercial information, of market research 
and of the improved statistics for which the Chan- 
cellor pleaded. “We shall have to regain our 
technical leadership and pay more and more attention 
to training and scientific research and go on steadily 
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developing new and more efficient . War in 
all industrial countries releases a high potential of 
invention and development over a much shorter 
period than would ordinarily occur. Behind the 
present scene we can discern very important changes 
at work, such as the chemistry of oil, the development 
of plastics, the increasing uses of light alloys and new 
processing for foodstuffs. Our industrial skill and 
experience will be thrown away unless we turn our- 
selves willingly to the new products.” 

When turning to longer term problems, the Chan- 
cellor stressed that their solution depended not only 
on our own actions but on the policy of others. A 
eg og of healthy development, of recov 

om the losses of war, of the success of a “ 
employment ” policy, is that fullest economic colla- 
boration between the nations which is set forth in the 
Atlantic Charter and in the Mutual Aid agreement. 
With this proviso, he tabled four points of longer term 
economic policy for which he claimed a large measure 
of agreement. First, there must be a policy of expan- 
sion—both at home to maintain employment and 
abroad through a reduction of unnecessary trade 
barriers. Secondly, there must be international 
action to prevent violent swings in the prices of raw 
materials which have been not only evidence but a 
major source of economic disequilibrium. Thirdly, 
there must be an international monetary mechanism 
which will serve the requirements of international 
trade and avoid any need for unilateral action in 
competitive exchange depreciation. Fourthly, an 
organisation such as the International Labour Office 
must exercise control over standards of working condi- 
tions in all countries, not only because of the great 
inherent importance of that issue, but because of its 
bearing on the orderly development of international 
trade. The Chancellor also suggested some inter- 
national organisation for assisting the direction of 
international investments for capital development, 
but this could hardly be divorced from the inter- 
national monetary organisation about which Sir 
Kingsley Wood allowed himself to become rather 
more specific than about any other aspect of his 
suggestions. 


International Monetary Organisation 

The monetary organisation which the Chancellor 
envisaged and on which the great minds at the Trea- 
sury have, evidently, been at work, is an inter- 
national multilateral clearing union, the members of 
which would waive some of their autonomy in 
matters of currency and exchange policy. The 
system would avoid blocked balances and bilateral 
clearing. It would provide “an agreed and orderly 
method of determining the value of national currency 
units to eliminate unilateral action and the danger 
which it involves that each nation will seek to restore 
its competitive position by exchange depreciation.” 
The mechanism would, moreover, free the inter- 
national monetary system “from those arbitrary, 
unpredictable and undesirable influences which have 
operated in the past as a result of large scale specula- 
tive movements of short term capital.” The clearing 
union would serve the economic policy agreed am 
the member nations. It would provide checks an 
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correctives if any one member moved too far either in 
an inflationary or deflationary direction. From these 
various positive and negative statements it is possible 
to delineate the outline of an international clearing 
system which would not merely provide the mechan- 
ism for clearing international payments, but would 
exercise certain delegated powers of control over 
exchange rates and other factors determining the 
size and direction of clearing debts. It is interesting 
to note that it is in connection with this external 
mechanism that the Chancellor made his most 
specific references to the maintenance of teh 
controls extending after the immediate post-w 

period of shortages. The suggestion that the id 
organisation would do away with unregulated move- 
ments of capital from one country to another can only 
be reconciled to some permanent form of official 
control of the exchange markets, for it would be 
technically impossible to leave the market for com- 
mercial transactions free and to control that for 
capital movements. In this connection, too, the 
suggested control of international long term invest- 
ment strikes a somewhat controversial note and it 
may be wondered how the United States will view an 
international organisation designed to canalise the 
flow of foreign investment in this manner. 


The following notice has been issued by the Com* 
mittee for General Purposes of the Stock Exchange :— 


The Committee for General Purposes have had 
. under consideration the difficulties that confront 
shareholders who desire to attend company meetings 
at which proposals other than those of a purely 
routine nature are to be submitted for consideration. 
Military service, duties of national importance, press 
of business and desirability of restricting travel make 
it impossible for many shareholders to be present 
in person. In these circumstances the Committee 
urge directors in such cases to take steps to ensure 
that every shareholder shall be in a position to form 
a fair opinion on the merits of the proposals and may 
have an effective voice in the decisions to be made. 
In the opinion of the Committee the following 
procedure would be conducive to this end :— 


(1) Circulars and statements sent to “shareholders 
should be unambiguous and couched in clear 
and simple language, which should set out the 
alterations proposed so that an opinion can be 
formed without reference to other documents 
which are not readily available, such as the 
Articles of Association. 

Where the statutory notice is seven days a 
longer notice (fourteen days if possible) would 
be desirable. 

In such cases stamped proxy forms should be 
sent out and should be so worded that the 
shareholder may vote either for or against the 
resolutions in question. 


* See also the Editorial on page 101. 


(2) 


(3) 
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The Chancellor's Main Propositions 
The Chancellor was mainly concerned to put 


. forward certain propositions and he has been criti- 


cised for failing to fill in the details of the plans by 
which their objectives are to be achieved’ It is, 
however, a great advance to have had the outlines of 
the problem sketched in this manner by the Chan- 
cellor of the Exchequer. He may have tried to please 
togemany people and factions. There may be con- 
tradictions between the long term controls he envis- 
aged and that freedom of enterprise to which he was 
prepared to entrust the main part of the economic 
machine after the war. But with the main points of 
emphasis in the speech there will be little room for 
quarrelling: the need for hard work, perseverance 
and ingenuity by the people of this country; the 
urgency of the task of rebuilding a great export 
trade ; the need to pursue the objective of maintain- 
ing employment at home and yet to frame that 
policy within an international system with which we 
must keep equilibrium ; the care that will have to be 
taken in tackling the dangerous transition period 
immediately after the war. Taken all together these 
injunctions may appear to be counsel of perfection. 
But it will do no harm to have that perfection set 
before our eyes. 


The Committee, while of opinion that this procedure 
is especially necessary under war conditions, consider 
that it would also be desirable even in normal times, 
and they are therefore taking steps to make the 
necessary alterations in the rules governing new issues. 

It is confidently hoped, however, that all directors 
of companies whose shares are already dealt in or 
quoted on the London Stock Exchange will co-operate 
with the Committee in this matter, and that similar 
facilities will also be extended to holders of other © 
securities, such as. debentures and notes. 

In framing these proposals the Committee have 
acted in consultation with the undermentioned 
institutions and desire to acknowledge the valuable 
assistance and suggestions received in the course 
of such consultation : 

The London Chamber of Commerce (Inc.). 

The Chartered Institute of Secretaries. 

Institute of Chartered Accountants. 

The Society of Incorporated Accountants. 

The Association of Investment Trusts. 

British Insurance Association, Investment Pro- 
tection Committee. 

The proposals in their present form have been 
approved by all the above institutions, except that 
the Chartered Institute of Secretaries is unable to 
give unequivocal support to the issue of ‘‘ two-way ” 


proxies. 
By Order, 


A. L. F. GREEN, 
Secretary, Committee for General Purposes. 
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TAXATION 


The transfer of the assessment of farmers in general 
to Schedule D has not only caused a severe congestion 
in the offices of Inspectors of Taxes, but has also brought 
fresh problems into many accountants’ offices. All 
will agree the desirability of every effort being made 
to educate the farmers themselves so that they can 
play their part by keeping at least the minimum records 
necessary to enable accounts to be prepared with 
reasonable facility. It is highly desirable, too, that 
they should understand something of the principles of 
the income tax and E.P.T. as applying to them. 


‘Booklet on ‘‘ Farmers’ Income Tax ”’ 

The recent broadcast on tax for farmers was missed 
by the writer, but the aim is welcomed, although he has 
heard criticisms that it was not as helpful as it might 
have been. We do welcome most heartily the booklet 
just published on ‘ Farmers’ Income Tax” (H.M. 
Stationery Office, 3d. net) which has been compiled by 
the Inland Revenue Department in collaboration with 
the Ministry of Agriculture and Fisheries and the 

ent of Agriculture for Scotland. . Further 
booklets designed to assist farmers in keeping their 
accounts are in course of preparation by the Agricultural 
Departments. 

We recommend accountants to see that every farmer 
client reads this booklet. The language is such as can 
be ‘‘ understanded of the masses’”’; legal jargon and 
extracts from the Acts have been entirely avoided, and 
a perusal of the booklet should enable any farmer to 
appreciate what his accountant needs, and make him 
more sympathetic in supplying his accountant with 
information. The independence and intolerance of 
interference of most farmers is a feature of this country, 
and anything that improves the relationship between all 
parties concerned is welcome. 

It is not proposed to review the booklet in detail, 
as its contents merely set out simply what the accountant 
should already know in detail. The headings of the 
various sections indicate its usefulness: How income 
from farming is assessed ;, Farmer whose land is not 
more than £100 annual value; Farmer whose land is 
more than {100 annual value; Farm accounts and 
income tax ; Market-gardening ; The tax on other kinds 


of income ; Income Tax, Schedule A ; Examples of how .- 


the tax is worked out ; Post-war credit ; Excess profits 
tax. 
The position of partnerships and companies is clearly 
explained ; returns and assessment notices are also 
dealt with admirably. For example, what could be 
better than : ‘“‘ When the assessment upon you is made, 
you will get a notice telling you the amount of it, the 
amount of the allowances taken off and how much tax 
there is to pay. If you think there is a mistake in it, 
you should send the notice to the Inspector of Taxes 
and say why you think it is wrong.”” Our sole criticism 
is the omission to tell the farmer that if he has an 
accountant he should refer all such notices to him 
at once. aii wie , 
The recent agreement regarding the uation 0: 
i , etc., and of livestock, is clearly expressed, 
with useful explanatory figures. The treatment of 
rent ; disallowance of domestic use of farmhouse ; wear 
and tear, etc., receive adequate notice. We are glad to 
see that the treatment of interest paid gross under the 
Agricultural Credits Act, 1923, or to the Agricultural 
Mortgage Corporation, Ltd., or the Scottish Agricultural 
Securities Corporation, Ltd., is dealt with. 
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Farmers 


The section on E.P.T. is necessarily brief, but it is 
to the point, and the reader is told that if he employs 
an accountant, etc., ‘‘ you will probably arrange for 
him to deal with your E.P.T. also.’’ The most interest- 
ing point here is the categorical statement regarding 
ete credit : ‘‘ Although you are required to pay 

.P.T. at the 100 per cent. rate on your excess profits 
after April 1, 1940, part of the tax so paid will count 
as a post-war credit to be repaid to you on a date to be 
fixed after the war. The actual amount due to you 
will be worked out by the Inspector of Taxes as soon as 
possible after the war, but in the ordinary case you can 
reckon that 20 per cent. (or one-fifth) of any E.P.T. 
that you pay at 100 per cent. will rank for post-war 
credit.” There is no reference to any conditions, and 
the farmer will therefore expect this credit. It is to be 
hoped that the conditions for companies will not lead to 
any disappointment which would be difficult to explain 
in light of the above extract. Altogether the booklet is 


a useful threepennyworth in 28 pages. 


Tenant-Right Valuation 


We have also before us ‘‘ Tenant-Right Valuation,” 
by Donald R. Denman, M.Sc., chartered surveyor 
(Heffer, 15s. net, 270 pp.), which will be a useful addition 
to the bookshelf of all dealing with farmers and their 
accounts. “ The author has made what appears to the 
layman an exhaustive research into the subject, tracing 
the evolution of agricultural tenant-right (i.e. the right 
of a tenant to claim a beneficial interest in the land, 
notwithstanding the expiration of his lease, e.g. a right 
to the return of a portion of the amount spent on 
manuring) ‘‘ from its nebulous genesis to the more definite 
forms at present extant” ; endeavouring to formulate, 
“with the aid of algebraical notation in certain cases, 
perennial generalisations useful to the agricultural 
practitioner and student of the present and future,” often 
with a legal background which will take the accountant 


-back to his executorship studies (grand serjeantry, petty 


serjeantry, socage, gavelkind and other forms of land 
tenure) ; and finally making a résumé of many statutes 
which have appeared since 1923. 

. The historical side makes fascinating reading, dealing 
with farming practice and with tenant-right from the 
Saxons to 1923, though it is the modern position that 
will receive most practical notice. The latter is dealt 
with in chapters on “‘ Under agreement and common 
law ; Under custom ; Under statute ’’ ; then the various 
rights of tenants in respect of fixtures, crops and fallow 
and manures are explained. — 

It is well to bear in mind that, ‘‘ although customs 
arose out of agreements, they have become so firml 
established that, unless the question of tenant-right is 
fully defined by the terms of an agreement, the gaps 
will let in custom,’’ and “ while agreement overrules 
custom, it is itself overruled by statute.” 

How many of us realised that the clauses which 
affect directly or indirectly the ultimate determination of 
tenant-right are those governing: (a) Landlord’s ex- 
ceptions (e.g. local customs as to underwood), (b) Entry, 
(c) Incoming and outgoing valuation, (d) Repairs, 
(e) Management, (f) Cropping, (g) Selling off, (h) Pre- 
entry, (i) Fixtures, (j) Record of holding, (k) Custom, 
(1) Hold-over? Or that custom varied so much in 
various parts of the country ? 

Emphasis is thrown on the valuation clause. Here, 
again, we must quote: ‘‘ There should always be two 
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valuation clauses : (1) The incoming clause and (2) the 
outgoing clause. Although the valuation is so often 
conducted between the incoming and outgoing tenants, 
they are never the parties to a valuation clause. The 
incoming clause is drawn between the landlord and the 


incoming tenant, while the outgoing clause is between | 


the landlord and the quitting tenant. The various items 
and their basis of valuation should follow the maxim 
‘ as a man enters, so shall he quit,’ and therefore should 
be identical in both clauses within the same agreement 
. . « (or) evidence must be given of the manner in 
which the balance has been maintained.” 
An accountant bringing the tenant-right into the 
books of the incoming or outgoing tenant will usefully 
notice the interests of the parties in: Hay or straw 
grown and left on the premises, farmyard manure 
produced on the farm, away-going crops, crops at ‘‘ face 
value,” tillages, seed leys and temporary pastures, 
fallows and root crops, half tillages and foldings, un- 
exhausted value of feeding-stuffs consumed and artificials 
applied, underwood and pollards. ; 


Local Customs 


The customs of various parts of the country are 
listed, and in themselves form most interesting reading, 
apart from their importance, e.g. the custom of hold-over 
may make a big difference to the profits. It may provide 
a means whereby the outgoer can deal with the harvest, 


threshing and marketing of an away-going crop, or - 


Taxation Notes 


Stock Valuation and the Inland Revenue 

In valuing stock on the basis of ‘‘ cost or market 
value whichever be the less,”” a common practice is to 

ice individual items at the lower of :—_ 

‘ (a) the actual cost price ; or 
(b) the market value. 
Under this method some items in the stock list may be 
valued at cost, while others will be taken at market 
value. 

It is well known, however, that Inspectors of Taxes 
have in recent cases required that all the items should be 
valued on a consistent basis, i.e. that the cost or market 
value method must be selected (according to which gives 
the lower aggregate value for the whole stock) and that 
this basis must then be applied to each individual item. 

The Inland Revenue view is that, while long-standing 
practice sanctions allowance of the precautionary reserve 
set up by valuing stock at less than cost, there is no 
justification for allowing a reserve against current actual 
profits greater than the loss which would have been 
realised if the whole of the stock had been disposed of 
at the end of the period of account. Thus, any loss to be 
expected from realising items at less than cost should, 
in estimating the reserve, be offset by profits to be expect- 
ed from realising other items for more than their cost. 

It has been suggested that this procedure may infringe 
well tried rules of commercial prudence, may disturb 
stock-taking methods which have been consistently 
applied for many years, and may create artificial profits 
(and tax liabilities) in the year of change. In practice, 
however, most stock taking is now on a consistent cost 
basis (since, with rising prices, cost is usually lower than 
market value). Moreover, it is understood that the 
Inland Revenue do not, normally, object to obsolete 
goods being treated individually, nor to a manufacturer 
adopting (say) market value for his raw materials and 
cost for his manufactured stock. Further, where a 
trader could legitimately be considered as carrying on 
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provide the outgoer with the right to hold certain land 
and buildings while he consumes any hay or other fodder 


. which may remain unconsumed at the end of the 


tenancy. The right of pre-entry is also important, 
e.g. in Middlesex, pre-entry in April or May to sow seeds 
in corn and to cultivate fallows ; in Gloucester, pre-entry 


' at October or November to prepare for spring corn. 


Hold-over is more universal, but is rarely observed in 
certain districts, e.g. in Cheshire the custom is to hold- 
over house buildings and one pasture field until May 1, 
in Cornwall barns are retained until Christmas for corn 
threshing, in Northumberland part of buildings and 
cottages until Christmas or May Day for dealing with 
away-going crop. Again, the different customs as to 
valuation prices of hay and straw (consuming price, 
market price, “‘fodder and dung” price). A most 
fascinating chapter. 

On the statutory side are met compensation for 
improvements, high farming, diminished value due to 
bad farming, disturbance, right to fixtures, freedom of 
cropping, landlord’s right of pre-emption of certain 
produce, provisions in lieu of emblements, etc. The 
valuers’ application of costing principles will interest 
every accountant . 

Altogether, the writer has acquired from this book 
much knowledge of a most practical nature that is going 
to help him with farm accounts in the future. It is a 
book to read and keep; whenever a client leaves or 
enters a farm it will be referred to with renewed interest. 


two distinct trades, no objection would normally be 
raised to adoption of a cost basis for one and a market 
value basis for the other. 

In most cases, therefore, it is hoped that the procedure 
indicated will not transgress prudent business practice, 
since it is not desired that there should be any antici- 
pation of an unrealised profit or any failure to provide for 
a reasonably anticipated loss. 

(Contributed through the Incorporated Accountants’ Re- 
search Committee.) 


Schedule D, Case VI 

It is not always realised to-day how many subjects 
of charge have been allocated to Case VI by statute, 
and the following summary may be useful :— 


(a) Certain transfers of income to persons abroad 
(Second Schedule, F.A. 1936). 

(6) Excessive relief given during administration of 
estates (Section 34, F.A. 1938). 

(c) Tax under-deducted where the rate of tax is 
increased (certain income only) (section 211, 
I.T.A., 1918}; excess relief given where allow- 
ances changed by Second Finance Act (Section 9 
ia. (No. 2) A. 1939 ; Section 10, F. (No. 2) A. 
1 ‘ 

(d) Funding bonds issued in payment of interest on 

. certain debts (Section 25, F.A. 1938). 

(e) Income under settlements treated as that of the 
settlor (Section 41 and Part III, Third Schedule, 
F.A. 1938). 

(f) Addition for Dominion income tax where paying 
agent has had to deduct U.K. tax on the net 
dividend received from the Dominion (Section 
27, F.A. 1920). 

(g) Annuity paid out of superannuation fund 
(Section 32, F.A. 1921). 

(A) Profits from letting certain non-rateable ma- 
chinery (Section 22, F.A. 1936). 
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(é) Certain rents and annual payments in respect of 
land (Sections 15-17, FA. 1940). 

(j) Transfer-ef interest without transfer of securities 
(Section 24, F.A. 1938). 

(k) Loan interest relief of a registered society which 
omits to make a return of the payees (Section 32, 
F.A. 1933). 

(}) Untaxed interest receivable otherwise than by 
the owner who has agreed to sell or transfer 
securities under an agreement or option (exer- 
cised) to re-acquire (Section 12, F.A. 1937). 

(m) Excess child allowance where allowance is 
‘apportioned on a double claim (Section 24, 
F.A. 1940). 

(x) Repayment of E.P.T. on a deficiency of a group 
of companies carrying on life assurance or holding 
investments or other property (R. 9 (6), Fifth 
Schedule (Part IV), F.A. 1940). 


‘The Case is thus much more than a “ sweeping up”’ 
one for isolated transactions. 
Assessment of Farm Houses 


Where the farmhouse is let with the land, house and 
land form one unit of assessment under Schedule A, 


and the repairs allowance is one-eighth. -Farm houses~ 


let separately from the land or occupied by the owner, 
however, are not included with the land, and the repairs 
allowance on the house is the scale deduction, the 
one-eighth applying to the land only. Labourers’ 
cottages are always assessed separately as buildings. 
Glasshouses in market gardens are regarded as buildings. 


Discount on Rates 

Where properties are let at inclusive rentals, the gross 
rates are deductible in arriving at the net rent for 
Schedule A. Discount is ignored for this purpose. 


Old Age Pensions—Wife’s Earned Income Relief 


At present when many older men are retained in 
industry and when the number of lower paid employees 
liable to income tax has greatly increased, assessable 
income is frequently found to include old age pensions. 
When both husband and wife receive such pensions 
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the question arises whether the additional allowance 
in respect of wife’s earned income is allowable. 

On reference to the relevant sections, namely, Section 
18 (2), Fimance Act, 1920, as amended by Section 23, 
Finance Act, 1942; Section 14 (3), Income Tax Act, 
1918, which defines earned income; and Section 17, 
Finance Act, 1937, it will be seen that for a wife’s old 
age pension to qualify for the allowance it must be 
“earned ” income and that to be earned income it must 
be a pension given in respect of past services in any 
office or employment of profit. It is doubtful whether — 
old age pensions may strictly be regarded as arising in 
that way, but in practice the Revenue, authorities treat 
them as so arising and allow earned income relief 
accordingly. Section 17, Finance Act, 1937, however, 
operates to preclude the wife’s earned income relief in 
the case of a wife’s pension given in respect of her 
husband’s past services in any office or employment of 
profit. ? 

Section 17, Finance Act, 1937 

It might be possible to argue that a wife’s old age 
pension is not given in respect of her husband’s past 
services and that therefore Section 17 does not preclude 
the allowance of wife’s earned income relief. If, how- 
ever, the pension is not in respect of services it 


_ would not be earned income under Section 14 (3), 


Income Tax Act, 1918, and on that account would be 
ineligible for the relief. It would also be ineligible for 
the earned income relief of one-tenth; but the loss 
of this would usually be immaterial, since at the age 
of 65, when the pension generally first becomes payable, 
age relief of a like amount is available under Section 15 
(2), Finance Act, 1925, as amended by Section 6 (2), 
Finance Act, 1941, provided total income does not 
exceed £500. 

The only chance of success would appear to lie in 
establishing that the wife’s pension arises from her own 
past services in an office or employment of profit. It is 
thought that this could only be done when the wife is 
able to claim the pension by virtue of her own employ- 
ment and contributions irrespective of her husband’s 
title, and it is believed that in these circumstances the 
allowance would be granted. 


Recent Tax Cases 
By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Sur-tax—Undistributed income of investment company— 
Receivable by trustees of settlement—Whether ‘‘ arrange- 
ment ’’—Whether income attributable to settlor—Appor- 
tionment to settlor—F.A., 1938, Sections 38, 41 (4) (b) ; 
F.A., 1939, Section 15. 

The case of C. F. Clark and the Langrange Trust and 
Investment Co., Lid. ( K.B.D., December 14, 1942, T.R. 
343) was one where a settlement had been made upon 
familiar lines. The first appellant had sold assets valued 
at over £114,000 to a company for £33,000 applied-in 
subscribing for 98 out of the 100 ordinary shares and 
29,900 deferred shares of the company. He had directed, 
in 1929, that the deferred shares should all be allotted to 
the trustees of a settlement which he had made. In 
1933 another 15,000 deferred shares were issued, of 
which 14;200 were issued to the trustees. By the 1929 
settlement the deferred shares were to be held in trust 
for the appellant’s two children and their issue and 
spouses as appointed from time to time by the settlor. 
In 1933 the settior irrevocably appointed that the trust 
income should be accumulated until 1950, or until his 
prior death. The company was a private one, and the 
settlor had absolute control of it. The Special Com- 


missioners had decided that if the children who were of 
age consented or acquiesced, the appellant could not be 
restrained from dealing with the company’s income, and 
that there was a distinct possibility of this. They, 
therefore, held that the formation of the company, 
the transfer of assets, and the settlement, etc., were an 
“ arrangement ’’ within Section 41 (4) (6) of the F.A., 
1938 and, therefore, a settlement under Section 38 of 
that Act. Wrottesley, J., in a closely reasoned judgment, 
upheld their decision. 

There were two main points in the case, the second of 
which was the validity of the apportionment of the 
company’s income under Section 15 of F.A., 1939. Upon 
this, the decision in C.J.R. v. L.B. (Holdings), Lid. (1942, 
T.R. 313), noted in our February issue, was decisive. 
As to the first point, the settlor under the company’s 
articles had complete control and could do as he liked. 
For example, as mentioned in the judgment, he could 
have taken the whole of the profits by way of remunera- 
tion ; and there was nothing to prevent him doing so 
“if he were minded to get control of the income or 


’ capital of the company and so of the trust lands and 


funds.” As to the suggestion that such an abuse of 
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., said he did not think any proceedings by the share- 
ders or trustees would have any real chance of 
success having regard to the history of the transaction. 
The income was therefore to be as the income 
of the settlor under F,A., 1938, Section 38 (2). Turning 
“to subsections (3) and (4) of the same section, he held 
that even if the appellant had no interest, properly 
speaking, he ought to be treated as if he had in view of 
the wording with its reference to the possibility of 
» benefit “‘ in any circumstances whatever.’’ If a settlor 
chose to equip himself with the powers found in the 


Forside didnot think any proceedings by the share 


company’s articles he could not complain of the finding 


that he could resume the whole of the property of which 
he had apparently divested himself. 

It remains to be seen whether the House of Lords will 
agree with the drastic attitude towards this class of case 
adopted by the lower Courts. , 


Schedule D—Sums paid for user of patent—Other benefits 
under agreement—Allocation of total payments—Cases I 
and II of Schedule D, Rule 3 (i) (m). 

Paterson Engineering Co., Ltd. v. Duff (K.B.D., 
ang VA 7, 1943, T.R. 1) was a case which would have 

n fraught with considerable danger to the Revenue 

had not the judge refused a request by counsel for the 
appellant. The circumstances were that the company, 
which manufactured water purifiers, had an agreement 
with an American company whereby it acquired the 
right to use certain patents and was. to be entitled to 
other benefits. It paid a “‘ royalty’ and claimed that 
only part of this was in respect of the ‘‘ user of a patent.” 
Owing to the failure of negotiations with the Revenue, a 
new agreement was executed with a minimum payment 
of £2,000 of which £100 was to be in respect of the use of 
the patent and £1,900 for the other benefits, including 
the use of secret processes, the manufacture and sale of 
materials, use of trade marks, etc. The General Com- 
missioners had held that the payments made were either 
in respect of the user of patents within Rule 3 (m) to 
Cases I and II of Schedule D or were “‘ annual pay- 
ments ’’ within Rule 3 (i). This second finding, being 
contrary to Gresham Life Assurance, Lid. v. Styles (1892, 
A.C. 309, 3 T.C. 185), could not be upheld ; and Mac- 
naghten, J., referred the case back to the General 
Commissioners. Counsel for the appellant had urged 
that the Court was bound by the provisions of the second 
agreement to hold that £100 and no more was paid under 
that agreement in respect of the user of a patent; but 
this view was rejected, and the judge refused to give 
directions to the Commissioners other than :—“‘ If it is 
established before them that a part of the payments 
made by the appellant is in fact paid in respect of some- 
thing other than the user of a patent, then they should 
allow such part to be deducted from the assessment.” 

The wording of this direction would seem to deserve 
careful study, and the Revenue will, no doubt, find it 
useful as a check upon all kinds of artificial apportion- 
ments of consideration. 


Excess Profits Tax—Standard profits—Contracts extending 
beyond accounting period—Builder’s deposits with building 
societies—Finance (No. 2) Act, 1939, 7th Schedule, 
Part 1, Rule 11. 

In Allen Fairhead & Sons, Lid. v. C.J.R. (K.B.D., 
Joomery 1943, T.R. 5), the appellant was a company 
which 
estate. The purchasers had obtained advances from a 
building society, and the excess of such advances beyond 
75 per cent. of the purchase prices had been guaranteed 


built and sold houses erected on a building - 
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by the builders, who had also made cash deposits with 
the society by way of security. The stan period 
was based upon the years 1936 and 1937 and the deposits 
amounted to £1,000. None of them had been returned 
to the appellants. In John Cronk & Sons, Lid. v. 
Harrison (1937, A.C. 185, 20 T.C. 612), it was decided 
by the House of Lords that if actuarial valuation was 
impracticable the deposits were not to be treated as 
trade receipts except in so far as released by the building 
society. In the computations the amounts had been 


- deducted from the purchase prices of the houses ; but the 


appellant contended that under the 11th Rule to Part I 
of the 7th Schedule to Finance (No. 2) Act, 1939, which 
required spreading of profit or loss where the perform- 
ance of a contract extended beyond the accounting 
period, the deposits should be included for the purpose 
of ascertaining the standard profits. The Special Com- 
missioners had refused the claim ; and Macnaghten, J., 
upheld their decision. 

He said that the initial difficulty was to find any such 
contract. Even assuming that. a contractual relation 
arose from the tripartite relationship between builder, 
building society and purchaser, was it a contract within 
Rule 11? He considered that the rule would only 
apply to a building contract, and that, even if the 
contract were within the rule, the supposed profit would 
not be attributable to the standard period. 

The case is one more instance where a decision on 
income tax has had unexpected repercussions for excess 
profits tax. And, as there will have been no such building 
during the war, it would seem that the building industry 
may find the Cronk victory somewhat dearly bought. 


Excess Profits Tax—Commercial traveller acting for 
several principals—Whether “‘ trade or business.” 

The issue in Marsh v. C.J.R. (K.B.D., January 15, 
1943, T.R. 13) was one of considerable importance. The 


_appellant was a commercial traveller who had been 


employed by a firm for some 34 years. For over 20 
years he had been one of its commercial travellers 
paid formerly by commission with a guaranteed 
minimum but, since the outbreak of war, by a salary 


together with a commission based on the excess of 


orders obtained by him over a pre-war average. But 
appellant, with separate permission from his firm in each 
case, was also travelling for four other firms, and in 
1939-40 his receipts from these were more than double 
the amount received from his firm, which, indeed, was 
exceeded by the receipts from one of the others. Two 
points were argued upon his behalf, first that he, as an 
employee, was not carrying on a trade or business, and, 
secondly, that, even if he were as regards the four 
other firms, his remuneration from his principal firm 
should be excluded from the computations. The Special 
Commissioners had found in favour of the Revenue and 
Macnaghten, J., upheld their decision. 

He held, on the authority of Robbins v. C.I.R. (1920, 
2 K.B. 677), that if appellant had been precluded from 
working for other firms he would not have been carrying 
on a business, but that one who “ whether as a com- 
mercial traveller or in some other activity ’’ was em- 
ployed by a number of firms did so. He said that an 
accountant acting for a number of firms was a good 
illustration of that proposition. 

In the writer’s opinion, there is a distinct difference 
between the facts of the case and those of the illustration. 
The whole question would seem to depend upon the 
circumstances of each case and to be mainly one of fact 
for the Commissioners rather than of law for the Courts. 
No doubt the position will be explored more fully in 
other cases. There will be many where the facts are very 
much less favourable to the Revenue. 
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FINANCE 


Taxes and ‘‘ Wings Weeks ”’ 

This month is the last of the current financial year, 
and it is to be enlivened by a series of ‘“‘ Wings for 
Victory ’’ weeks. These two circumstances have been 
largely responsible for the fact that the Stock Exchange 
has been generally quieter in February than it was in 
the previous month. In spite of the system of weekly 
deductions from wages and salaries, tax payments are 
still heavily concentrated in the last quarter of the 
financial year. ‘“‘Wings Weeks’”’ have cast their 
shadow before them in the sense that potential investors 
have tended to let their investible funds pile up in order 
to make a good showing at the appropriate time. It is 
difficult to believe that the folly of actually selling 
securities to buy War Bonds is still committed, but 
there is little doubt that purchases are postponed. An 
interesting indication of this is provided by the clearing 
bank statement for January, which shows the first 
substantial fall in investments since the war. The 
conclusion seems to be that the banks have intentionally 
delayed the reinvestment of their India money. Possibly 
the same course has been followed by the institutional 
and private holders of the South African stocks, for 
which payment was made in the middle of last month. 
This would account for the fact that this disbursement 
gave relatively little stimulus to the stock markets. 
Including the normal accumulation of funds for invest- 
ment, there have thus been two sets of contrary forces 
in operation. For the moment tax payments and 
savings subscriptions are offsetting the natural effects 


of a-steady accumulation of money. When. these - 


checks are removed the upward trend will doubtless be 
resumed. With the future already So heavily dis- 
counted, however, in low current yields, it would not 
be surprising if the rate of advance were less rapid 
and more selective. The excellent war news has hardly 
counted as a market influence ; Stock Exchange prices 
are already beginning to make allowance for events 
which time has yet to unfold. 


Post-War Controls 

Some idea of the shape of things to come was given 
in the economic policy debate in the House of Commons 
at the beginning of last month. After this war the 
Stock Exchange will not witness the same sort of capital 
issues boom that occurred last time. The raising of 
new capital, according to Sir Kingsley Wood, will 
remain subject to control “in order to see that capital 
irrigates developments which are nationally most 
important.” At the same time a continued control of 
raw materials will prevent a scramble for plant and 
materials. All this was expected, but its official 
affirmation is valuable as an indication that there will 
be no necessity for a haphazard realisation of securities, 
and a consequent decline in capital values generally, 
in order to participate in a race for production. This is 
really an encouraging point for the market, particularly 
as the control of the direction of new investment will 
not make the function of the investor any the less 
important. Sir Kingsley Wood specifically mentioned 
the ‘‘ courage of investors ’’ as one of the requirements 
for post-war recovery. The directions in which this 
courage will need to be exercised have not yet, however, 
been clearly laid down. Mr. Dalton’s speech in the 
debate and other more recent ministerial pronounce- 
ments have again stressed the importance of the export 
industries, and particularly of new specialities for which 


an export market might be developed. These con- 
siderations are already reflected in the high Stock 
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Exchange prices for shares in the plastics, radio and 
electrical groups, for instance. For the rest, the 
mainly domestic industries which supply necessities or 
which will be concerned with physical reconstruction 
are naturally thought likely to qualify for a high degree 
of priority. 
Unit Trust Accounts 

From time to time the unit trust movement has been 
criticised on the grounds that trust managers derive 
excessive profits from concealed sources. In the 
absence of accounts it is not surprising that such accusa- 
tions have been made, and one of the features of the 
Prevention of Fraud (Invegtments) Act, 1939, was the 
provision that managers’ accounts should be circulated. 
Owing to the war this has not come into operation, but 
the Municipal and General Securities group of trusts 
has now established the welcome precedent of showing 
the proportion of unit-holders’ money which, in one 
form or another, is taken by the managers. These 
accounts start as far back as 1931 and cover nine unit 
trusts. In order to withhold any information about 
the growth of the trusts, the accounts are expressed in 
the form of percentages. This is a drawback, but 
although it prevents any precise conclusion being derived 
from the figures, it does appear to dispose of the charge 
that managers’ remuneration is excessive. The accounts 
presented are too complicated for easy summary, but 
it is clear that the greater part of the amounts retained 
by managers comes from three sources. In 1941 the 
retained preliminary charge was 2.164 per cent., profits 
on resale of sub-units were 2.376 per cent., and profits 
on liquidation were 1.490 percent. It will be hoped that 
the initiative of Municipal & General in giving this 
essential minimum of information, will be followed 
throughout the unit trust movement. 


Railway Dividends 

All but one of the Home Railway “‘ marginal ’’ stocks 
are receiving a larger dividend for 1942. The increases 
in Great Western ordinary and L.M.S. ordinary fulfilled 
market expectations. The distribution on L.N.E.R. 
second preference, however, fell short of the best 
estimates and the mere maintenance of the dividend on 
Southern deferred was frankly a disappointment. With 
pool revenue relatively fixed, dividends could only be 
increased as a result of higher receipts from ancillary 
services or by a fuller distribution of the available 
earnings. In the event both tendencies were apparent. 
The two northern lines, as was to be expected, did better 
from their ancillary services, but they were also pre- 
pared to distribute more of the funds available. The 
increase in the Great Western ordinary dividend was 


solely due to the latter factor. With the exception of 


Southern, all the companies seem to have been anxious 
to raise dividends as much as practicable, perhaps in 
order to establish a precedent. But whether any war- 
time experience, potential or actual, will be regarded as 
relevant for a post-war settlement remains to be seen. 
Below are the railway dividends and the yields offered at 
the prices prevailing just after the last announcement. 


Div. _Div., Yield 

1941 1942 Price f£ 8. d.. 

G.W.R. Ord. ... 4 603 711 3 

LMS.Ord. ... 2 at 294xd 8.11 6 
L.N.E.R. 2nd 

Pref...  ... . 28 25 32 8 8 8 

S.R. Deferred ... 12 © 13 234 #716 6 
L.P.T.B. “C” 

Stock... i. 2 3 574 5 6 O 
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Points from Published Accounts 


F. W. Woolworth & Co. 

Perhaps the most interesting feature of the accounts 
of F. W. Woolworth & Co. is that, apart from a freehold 
and leasehold buildings reserve of £1,350,000 and an 
undisclosed provision for taxation included with 
creditors, there are no reserves specifically described as 
such. This does not mean, however, that a strong 
reserve position has not been built up. So far from 
that, recent dividends have been conservative in relation 
to earnings ; and not only have substantial allocations 
been made to buildings reserve, which has, for instance, 
received £250,000 in each of the three years, but 
the carry-forward has been, raised from £3,507,978 at 
December 31, 1936—after the’ oe of £3,750,000 


= Legal 


COMPANY LAW 

Management by divectors—Appointment of accountants 
as auditors and inspectors—Validity of resolutions. 

In Scott v. Scott (1943, W.N. 18), a partnership firm 
carried on by F.F.S. and others was converted in 1927 
into a private company, F. F. Scott (Liverpool) Ltd., 
with a capital of £15,000, divided into 14,700 preference 
and 300 ordinary shares of {1 each. Under the memoran- 
dum of association, the preference shareholders were 
entitled to a dividend of 15 per cent. per annum free of 


income tax on the paid-up capital. The articles of. 


association adopted the regulations of Table A. At all 
material times, the directors were the plaintiff, R.S., 
and the defendant, M.S. Profits more than sufficed to 
pay dividends on the preference and ordinary capital. 
' At a general meeting on December 6, 1940, a resolution 
was passed that until otherwise decided by the company, 
a weekly payment be made to each preference share- 
holder of a sum equivalent to one fifty-second part 
of 15 per cent. on the paid-up capital by way of advance 
(without interest) pending the declaration of the divi- 
dend on the preference shares, any deficiency to be 
repaid to the company by the shareholder within one 
month after demand by the company. At a general 
meeting on July 31, 1941, a resolution was carried that 
A.H. & Co., chartered accountants, be appointed auditors 


of the company for the ensuing year. A resolution was 


also passed that A.H. & Co. be instructed to investigate 
the company’s financial affairs for the years ending 
March 12, 1940 and 1941, and report to the company 
thereon and prepare fresh accounts if considered neces- 
sary. The plaintiffs, R.S. and his wife, M.M.S. (a share- 
holder), brought this action against the other share- 
holders and the company, claiming a declaration that 
these resolutions were ineffective and invalid. The 
defendants counter-claimed for an ae that wer were 
effective. 

Lord Clauson said that under reap. 71 and 96 of 
Table A, the business of the company was to be managed 
by the directors, and that business necessarily, included 
finance. Therefore the resolution to pay the preference 
dividend by weekly payments in advance was an 
interference by the company with the management of 
the business of the company, which had been entrusted 
to the directors, and the authorities showed that such a 
resolution was invalid and inoperative. The resolution 
appointing A.H. & Co. as auditors was valid, but the 
resolution appointing the firm as inspectors was an 
attempt to do by ordinary resolution in general meeting 


transfetred from t and loss to reserve—to 
£7,076,781. This total falls little short of the £7,500,000 
amount of the ordinary capital, a relationship that is 
all the more significant in view of the 100 per cent. 
scrip bonus distributed in 1936. The company habitually 
holds large quick resources, and at December 31 last 
it had {10,271,844 in cash and investments. In normal 
times the high total of these assets springs partly from 
the fact that at the year-end the company has not 
re-stocked after the big Christmas trade. On this 
occasion it is largely a reflection of tax liabilities falling 
to be met in the future, for the investments are repre- 
sented in the main by £4,000,000 of Tax Reserve 
Certificates. 


Notes 


what under Section 137 (1) of the Companies Act, 1929, 
could only be done by a special resolution, and was an 
interference with the management of the finance of the 
company by the directors, and therefore inoperative. 


EXECUTORSHIP LAW AND TRUSTS 
Meaning of ‘“‘Money”’ in a Will. 

In one of the most important decisions affecting 
executors the House of Lords recently removed what 
the Master of the Rolls had described as “a blot upon 
our jurisprudence ’—the narrow legalistic construction 
placed upon the term “money” in wills.. In Perrin 
v. Morgan (Times newspaper report, January 26, 1943) : 
The testatrix died in 1939, and left investments worth 
£32,783; cash in the bank, £82; household goods 
valued at £62. After giving certain specific bequests, 
she directed that ‘“ all moneys of which I die possessed 
of shall be shared by my nephews and nieces now 
living.’”” The Court of Appeal, upholding Farwell, J., 
held itself bound by authorities dating from 1725 to 
find that none of the investments was covered by the 
term ‘‘ moneys,” with the result that out of personal 
property to the value of 33,685, there would be an 
intestacy except as to {840. The Master of the Rolls 
said the Court of Appeal was reluctant to have to find 
in that way, but that it was open to the House of Lords 
to review the whole matter. 

In an exhaustive opinion the Lord Chancellor gave 
reasons why “‘ money ”’ should be, construed according 
to modern and more extensive interpretations, and the 
House held that the term covered the whole of the 
personal estate, even including household effects. He 
said the word “‘ money ”’ had several meanings, each of 
which in appropriate circumstances might be regarded 
as natural. For the purpose of construing a will, par- 
ticularly a home-made will, the “ popular” meaning 


-might be more important than the “legal” meaning. 


The statement that a person had his money invested 
on mortgage, or in debentures or stocks and shares, or in 
savings certificates, was not an illegitimate use of the 
term ‘‘ money,” though it was a great extension from 
its original meaning to interpret it as securities. The 
proper meaning was the correct meaning in the case of 
the particular will, and there was no necessary opposition 
between that meaning and the popular meaning. Not- 
withstanding the long tradition, including modern 
decisions, which, in the absence of a context to the 
contrary, all were against the ‘‘ popular ’”’ interpretation, 
he urged the House to reject the view that, in construing 
a will, the Court must start with a presumption in favour 
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of the narrower meaning. He thought that the mere 
fact that a will in a single sentence disposed of “ all the 
money of which I die possessed ’’ was a reason for inter- 
preting ‘‘money”’ in a very wide sense, though there 
was no positive context. The appeal was allowed, and 
it was declared that the bequest of all moneys of which 
the testatrix died possessed included all the net per- 
sonalty of her estate. 


INSOLVENCY 
Bankruptcy notice—Extension of time for service—Bank- 
vuptcy Rules, 1915, Rule 142—Liabilities (War-time 
Adj ) Act, 1941. : 
n Re A Debtor (No. 4 of 1942) (1943, 1 All E.R. 125) 
the person whom it was sought to make bankrupt 


suffered a judgment for £5,823 in July, 1940, in respect . 


of an overdrawn current banking account and interest. 
Application was made to the master for leave to proceed 
upon that judgment. The master gave conditional 
leave, and on appeal Lewis, J., confirmed that decision. 
As a result, a bankruptcy notice was issued, but was not 


The Emergency. 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime 
enactments and Orders which most concern the accountant. 
The thirty-eighth instalment is given below. The sum- 
maries ave not intended to be exhaustive, but only to give 
the main content of an Act or Order, the full text of which 
should be consulted if details are required. 


ORDERS 


’ EXPORT 
Nos. 98, 217, 231. Export of Goods (Control) Orders, 
1943, Nos. 1, 2, 3. 

Amendments are made in the list of goods subject to 
export control. 

(See AccounTANcy, February, 1943, page 97.) 

HIRE PURCHASE 
No. 157. Hive-Purchase (Control) Order, 1943. 

New hire-purchase contracts are prohibited for all 
price-controlled goods except furniture, perambulators, 
motor-cycles and motor-cycle combinations. 

(See Accountancy, April, 1942, page 122.) 


INDUSTRIAL RECORDS AND INFORMATION 

No. 102. Board of Trade (Information and Inspection) 
Order, 1943. 

Any undertaking may be required by the Board of 
Trade to keep any prescribed books, accounts and 
records ‘and to preserve them for a specified period. 
Documents and information must be produced on 
request, and persons authorised by the Board must be 
allowed to inspect the premises. 

(See AccounTANCY, January, 1943, page 74.) 

MANUFACTURE AND SUPPLY 
No. 125. Hearth Furniture (Control of Manufacture and 
Supply) Order, 1943... 
No. 149. Miscellaneous coods (Prohibition of Manu- 
facture and Supply) (No. 3) Order, 1943. 

The manufacture, or supply by the manufacturer, 
of a wide range of goods in common use is prohibited 
except under licence. A liquidator disposing of .the 
assets of a business is deemed to be carrying on the 
business for the purposes of the Order. No. 1451 of 
1942 is revoked and superseded. 

No. 15. Control of Manufacture and Supply Orders 
(Amendment) (No. 2) Order, 1943. 


The Orders restricting or prohibiting the manu- 


facture or supply of goods do not apply to goods ordered 
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served within one month of issue. On application, the 
Court extended the time so as to enable the notice to be 
served and it was then duly served, in accordance with 
Rule 142 of the Bankruptcy Rules, 1915. No notice 
was given to the debtor that such leave had been given, 
and he contended that the bankruptcy notice was void 
and ineffective. When the petition was heard by the 
registrar, application was made to stay the proceedings 
under the Liabilities (War-time Adjustment) Act, 1941, 
Section 20 (3) on the ground that the debtor was availing 
himself of the services of the liabilities adjustment 
officer. The registrar refused the application on the 
ground that it was not the type of case contemplated by 
the Act, and that the application was merely a device 
to gain time. The Court held (1) that there was no rule 
that a eat A notice must convey to the debtor 
that the time for service had been extended, and that 
therefore the notice was good; (2) that the registrar 
has a discretion whether he will stay proceedings under 
Section 20 (3) of the 1941 Act, and that he had exercised 
his discretion rightly. 


Acts and Orders 


by a Government Department, but te accounts 
and records must be kept, and the goods may not be 
otherwise disposed of without authority. 
(See Accountancy, September, 1942, page 217, and 
February, 1943, page 97.) 
RAILWAYS 


No. 43. Railway Companies (Accounts and Returns) 


Order, 1943. 

The provisions of previous Railway Companies 
(Accounts and Returns) Orders are applied to the 
accounts and returns for 1942. 

(See Accountancy, April, 1942, page 122.) 


PRICES OF GOODS AND SERVICES 
No. 58. Sales by Auction and Tender (Control) Order, 
1943. 
No. 59. Price-Controlled Goods (Sales by Tender) 
(Maximum Price) Order, 1943. 

Price-controlled goods, and goods subject to any 
Orders made by the Board of Trade, may not be sold by 
auction or tender except by licence and subject to 
conditions. Second-hand clothing, unredeemed pledges, 
and goods to be. sold by order of the Court or of a 
Government Department are exceptions. A retailer 
who sells price-controlled goods to another retailer < | 
tender must furnish a certificate of the price at whi 
the goods could lawfully have been sold in the first 
retailer’s business, and the second retailer may not 
charge more than this when he sells the goods. 

No. 118. Prices of Goods (Price-Regulated Goods) 
Order, 1943. . 

Spectacles and similar articles, and paint and dis- 
temper, are added to the list of price-regulated goods. 

(See Accountancy, February, 1943, page 97.) 

TRADING WITH THE ENEMY 
Nos. 4, 127. Tvrading with the Enemy (Specified Persons) 
(Amendment) Orders, 1943, Nos. 1 and 2. 

Further amendments are made in the list of persons 
deemed to be enemies. 

(See Accountancy, February, 1943, page 97.) 


WAR RISKS INSURANCE 
No. 178. War Risks (Commodity Insurance) (No. 1) 
Order, 1943. . 

The premium for commodity insurance policies is 
reduced to the rate of 2s. 6d. cent. per month for 
the three months beginning March 3, 1943. 

(See AccouNTANCY, January, 1943, page 74.) 
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~ 


Society Of Incorporated Accountants 


COUNCIL MEETING 


THURSDAY, JANUARY 28, 1943 

Mr. Richard A. Witty (President) occupied the chair, 
and was supported Mr. Fred Woolley (Vice-President) 
and other members of the Council, and Mr. A. A. Garrett 
(Secretary). : 

Tue Late Mr. ARTHUR Epwin Piaccortt, F.S.A.A. 

Before commencing the business of the Council, the 
President referred to the regretted death of Mr. Arthur 
Edwin Piggott in his eighty-second year. The Council paid a 
tribute to the late Mr. Piggott and adopted the following 
resolution :— 

“‘ That the Council of the Society tender to Mrs. Piggott 
and the members of her family their heartfelt sympathy 
upon the regretted death of Mr. Arthur Edwin Piggott, 
who served on the Council of the Society and was Honorary 

- Secretary of the Manchester District Society for fifty 
years. The Council pay tribute to his devotion to the 
interests of his fellow members from the time when he 
first joined the Council and throughout his career. He 
was widely esteemed throughout the Society and by his 
colleagues on the Council, who had a high regard for his 
friendship and for his character. 

CouncIL 

‘ship Cueemell atidnbileal 4h ah Mbiniinaah ~weagnae-oen ‘tee 
Council for a London member, Mr. Cecil Aubrey Gist Hewson, 
Fellow in public practice (Messrs. Beatton, Hewson & Co.). 

RESEARCH COMMITTEE 

The Council received a report of the recent proceedings 
of the Research Committee and approved that its work 
should be developed in the near future. 


RESIGNATIONS 

The following resignations were accepted with regret as 
from the dates indicated :— 
December 31, 1940: 

Brown, Henry Rowland (Associate), Johannesburg. 
December 31, 1942: 

Burgess, Walter Rendle (Associate), Tiverton. 

Miall, Percy Cloudesley (Fellow), London. 

Sanderson, James (Associate), Gatley. 

Schofield, Frederick Lording (Associate), Barnstaple. 


DEATHS 


The Secretary reported with regret the death of each of the 
following members :— 
Ayres, Gladys Horton (Associate), London. 
Butchers, Charles Leslie (Associate), Melbourne, Australia. 
Daykin, Roy Terrence Francis (Associate), London (on 
Active Service). 
Dimond, Frederick William (Associate), Exeter. 
Feist,. Henry James Banes (Associate), Leigh-on-Sea. 
Flaxman, Ernest William (Associate), London. 
Forsyth, John Dodds (Associate), Vancouver. 
Fright, Egbert Edwin Horace (Associate), London. 
Graves, Charles Godolphin (Fellow), Kingston-on-Thames. 
Magennis, Alexander foseph (Fellow), Cork. 
. Moss, Herbert (Associate), Salisbury, S. Rhodesia. 
Piggott, Arthur Edwin (Fellow), Manchester. 
Priestley, Herbert (Fellow), Sydney, Australia. 
Spurr, Tom Ernest ot ), Chigwell. 


RESULTS OF EXAMINATIONS 


DECEMBER, 1942 
Passed in Final 
Alphabetical Order. 
ALLEN, GzorGE Henry Tuomas, formerly Clerk to John J. 
Lawler (Lawler, Hoo geo ra & Co.), Liverpool. 
ARMSTRONG, ERNEST seer, formerly Clerk to Bryce 
Hanmer & Co., Li 


Baca. Coun Cooper, Clerk to Wells & Richardson, 
Sheffield. 


Coyne, GERARD RICHARD, Borough Treasurer’s Department, 
Battersea Borough Council, London. 

Dickens, HENRY Tuomas, Clerk to W. B. Keen & Co., 
London. (Serving with H.M. Forces). 

Harvey, Henry Hissitt, Paymaster-Commander, Royal 


avy. 

Hitt, Rotanp Drummonp, Clerk to Haworth & Wheatley 
Jones, 4, Norfolk Street, Manchester. 

HILL, WALTER Henry, Clerk to Vaughan & Gregg, Man- 


chester. 
Hopkins, Epw1n ARNOLD, Clerk to & Kenny, Dublin. 


' Lone, JoHN Jartatu, Clerk to Stritch & Smyth, Dublin. 


Moztey, Eric, Clerk to F. Hall, Leeds. 
NicHoLas, ALFRED Roy, Clerk to A. Assheton Lowe & Co., 
London. 
RuMBALL, KENNETH JosEpH, Clerk to J. H. Barton, Dublin. 
STEWART, JOHN ALEXANDER, Clerk to Kerr, MacLeod & 
MacFarlan, Glasgow. 
ie RoBert Hupson, Clerk to Larking, Larking & 
Bury St. Edmunds. 
THOMAS, aan eee James, Clerk to Highfield, Prichard & 
Mumby, Liverpool. 
SUMMARY :— 
16 Candidates passed. 
21 Candidates failed. 


37 Total. 


- 


- 


Passed in Intermediate 


Order of Merit. 

SUTHERLAND, WILLIAM ALLAN, Clerk to F. N. Clarke (Hilton, 
Sharp & Clarke). Brighton. (First Place Certificate. 
Disqualified for Prize by age limit.) 

Burcess, EpwarRp HERBERT, Clerk to C. W. Wildy (Allen, 
Baldry, Holman .& Best), London. (Second Place 
Certificate and Prize.) 

Alphabetical Order. 

ALtinson, Royston Birkett, Clerk to D. Sirkin (Baker & 
Co.), Northampton. 

AsTLE, JouN, Clerk to R. D. France (R. R. France & Co.), 


ATTIWELL, Mary WIn1FReED, Clerk to A. F. Dawes (Attiwell 
& Co.), Birmingham. 

BarTER, GEOFFREY TERENCE, Clerk to Marcus H. Eve, 
Coleford, Glos. 

BEEDLE, ARTHUR, B.Com., Clerk to John W. Hinks & Co., 
Birmingham, 2. 

Bowerinc, Ronatp Lestiz CLEMENT, Clerk to Owen 
Stallwood, London. 

Brown, GEOFFREY Howarp, Clerk .to C. Percy Barrowcliff 
& Co., Middlesbrough. 

Burpitt, Grorrrry Boutter, Clerk to L. Smith (Hodge & 
Baxter), Kettering. 

BuRRELL, ALAN FREDERICK, Clerk to H. Shindler (Wm. A. J. 
Ling & Co.), London. uggs with H.M. Forces.) 

CHARLES, WILLIAM VERNON NEIL, Clerk to W. H. Charles, 
Llanelly. 

Cioucu, Donatp WALTER, Clerk to G. J. Hakim (Clements, 
Hakim & Co.), London. 

CROMPTON, KENNETH BRAITHWAITE, Clerk to J. Smith 
(Campbell, Toulmin & Co.), Manchestef. 

Dempsey, JAMES ALOysIUS, {prk to Mervyn Bell (J. A. 
Kinnear & Co.), Dublin. 

Doran, Kevin MaTHEw, Clerk to Kennedy, Crowley & Co., 
Dublin. 

EATHERINGTON, JOHN ARTHUR, Clerk to Henry A. Morley, 
Nottingham. 

E..is, JoHN DEsMoND MarspeN, Clérk to F. W. T. Mills, 
Wakefield 


FarRRAR, GEORGE LAwRENSON, Clerk to R. G. Rutter, 
. Borough Treasurer, Batley. 

GALE, Joun Henry, Clerk to Eric Phillips (Eric Phillips & 
Co.), London. 

GARDINER, FRANcIS MicHAEL HuGu, Clerk to T. Stott, 
A.LC. (Forster & Stott), York. 
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GATWARD, Rawmonp, Clerk to W. H. Rhodes (Newby, 
Dove & Rhodes), Leicester. 

Git, Irvinc Peter, Clerk to N. R. Bowker (Windle & 
Bowker), Barnoldswick. 

Gray, RANDAL ALEXANDER, Clerk to Owen J. Belten 
(Belton &-Co.), Dundalk. 

GREENE, HERBERT CHARLES McELwEE, Clerk to J. S. White 


HEAL, ARTHUR JouN, Clerk to Kimberley, Morrison & Co., 
Birmingham. 

Heaton, RONALD BricoGs, Clerk to W. Ashworth (Ashworth, 
Moulds & Co.), Burnley. 

Hepces, ERNEst ALFRED, Clerk to L. M. Harris & Co., 
London. 

HovucGuton, Haro p, Clerk to Charlesworth Bros., Stockport. 

Humpsreys, Eric Wiiiam, Clerk to Binder, Hamlyn & 
Co., London. 

Hunt, Preccy Irene, Clerk to S. G. Dowden (Edward 
Bicker & Son), Bournemouth. 

Jackson, Maurice, Clerk to John E. Shaw, Rawtenstall, 
Rossendale. 

- Dorotuy Beatrice, Clerk to William A. Judge, 
kipton. 

KELLER, JOHN Tuomas, Clerk to A. Clifford Towers (F. Roberts 
& Co.), Northampton. 

KNow Les, THOMAS REGINALD, Clerk to Highfield, Prichard 
& Mumby,. Liverpool. 

Lewis, BERNARD JAMES, Clerk to P. V. Wheeler (Harper, 
Kent & Wheeler), Shrewsbury. 

Linc, GrorFrrey, Clerk to J. B. Sanderson (Nankivell & 
Sanderson), Ipswich. - 

LLEWELLYN, Jack Davin, Clerk to L. F. Cheyney, Borough 
Treasurer, Swindon. 

McCormick, HENRY GEORGE WALTERS, Clerk to Harold F. 
Bell (James Baird & Co.), Coleraine. 

MANSFIELD, TERENCE NicHoLas TREMLETT, Clerk to C. H. 
Shankland (Alfred Shankland & Sons), Cardiff. 

MiLLtER, JoHN Dovucias, Clerk to G. E. L. Whitmarsh 
(Robinson & Whitmarsh), Plymouth. 

Morris, JoHN PETER MERVYN, Clerk to S. J. G. Southon 
(S. J. G. Southon & Co.), Exmouth. 

O’Connor, NIALL Tuomas, Clerk to F. R. O’Connor, Dublin. 

RossErR, Ivor CHARLES, Clerk to Winston Curtis, Neath. 

Rutter, Dominic Tuomas ScarrE, Clerk to T. Craggs 
(Chipchase, Wood & Co.), Bishop Auckland. 

STANLEY, Rosert Derek, Clerk to E. T. Brown (E. T. 
Brown & Co.), saan: anergy 

THORNTON, JoHN, Clerk to W. Ashworth (Ashworth, Moulds 
& Co.), Burnley. 

TRENCHARD, KENNETH JOHN, Clerk to Carl I. Lentell, Seaton, 


Devon. ; 
WALKER, Davin, Clerk to Watson & Tebbet, Leicester. 
Watton, Tuomas, Clerk to J. E. N. Brough, Ripon. (Serving 
with H.M. Forces.) 
Witson, GEoRGE MaitTLtanp, formerly Clerk to James 
Meston & Co., Aberdeen. (Serving with H.M. Forces.) 
WoRTHINGTON, Joun FREDERICK, Borough Treasurer’s 
Departinent, Southport. 


SUMMARY :— 
2 Candidates awarded Honours. 
51 Candidates passed. 
79 Candidates failed. 
132 Total. 
—— 


Passed in Preliminary 


Order of Merit. 

Cox, Derek Ernest, 252, Laceby Road, Grimsby. (First 

'Place Certificate and Prize.) 
Alphabetical Order. 

Bastow, REGINALD, 41, Phyllis Street, Middleton Junction, 
near Manchester 

BLAND, JOHN WILLIAM, 10, Dudley Lane, Seaton Burn, 
Newcastie-on-T 


yne. 
BroapLEy, THomas FRancis, 11, Castlefield’s — 
Crossflatts, Bingley. 
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CARTER, PETER JouN, “ Timaru,” Horton Lane, Epsom. 

CLARKE, VINCENT WILLIAM FREDERICK, 58, Lansdown Road, 
Swindon. 

Cookson, EtmeR ARTHUR, 340, Chester Road North, Kidder- 
minster. 

Drum, WiLi1amM Davin, North Road, Monaghan, Eire. 

~~ PETER JOHN, 164, Croydon Road, Beddington, 

urrey. 

FARRER, JAMES, 2, Rockcliffe Villas, 

ForsTER, EpGar ARNo, 7, Knapton Terrace, Dun Laoghaire, 
Co. Dublin. 

Git, Joun, Farnley Road, Menston, nr. Leeds. 

Gunn, SYDNEY GEORGE, The Hayes, Moss Hill, Stockton 
Brook, Stoke-on-Trent. 

Hansy, FRED, 54, Glenside Road, Windhill, Shipley. 

Hisspitt, RayMOND ARTHUR, 27, Harrow Road, Carshalton 
Beeches, Surrey. 

HowartH, Maurice, Howarden, Beech Lane, Liverpool. 

Jones, Lesuiz, 40, Ida Road, Skegness. 

ae PETER, 10, Hawes Avenue, Quarmby, Hudders- 
e 

LarGE, LILLIAN Matve, 14, The Midway, Felpham, Bognor 


Regis. 
Leicu, Davin, 96, Carlton Avenué East, Wembley. 
Lye, THomas STANLEY, Wayside, Whitewell, Belfast. 
Marin, Dona_p Ian, 104, The Fairway, North Wembley. 
Murpuy, Ronatp Epwarp, 201, Carlton Road, Gidea Park. 
REDsHAW, CHARLES BRIAN, 123, Copgrove Road, Oakwood, 


RILEy, Joun HARGREAVES, 15, Albert Street, Burnley. 
Ross, HuGH ALEXANDER, 55, Seafield Road, Clontarf, 
Dublin. , 


Scott, GEorRGE HERBERT, 15, Victoria Street, Churwell, 
nr. Leeds. 

SmitH, RicHARD ALAN, 163, Sandhurst Road, Catford, 
London, S.E.6. 

Story, WiLt1aM Josepu, 214, Howth Road, Killester, 
Dublin. 


TicEHURST, JOHN FREDERICK, Nairobi, Wannock Avenue, 
Lower Willingdon, Eastbourne. 


SUMMARY :— 
1 Candidate awarded Honours. 
29 Candidates passed. 
31 Candidates failed. 


61 Total. 


SCOTTISH NOTES 


Accountancy and the University 


Addressing a luncheon meeting of the Edinburgh City 
Business Club on February 17, fessor William Annan, 
C.A., of the Chair of Accounting and Business Methods in the 
University of Edinburgh, referred to the development of 
professional accountancy since the Edinburgh Society obtained 
its charter in 1854, and to the institution of the degree of 
B.Com. in 1919 as the result of negotiations between business 
associations, business men and the University. Not all 
graduates in commerce become professional accountants 


_after qualifying. Some entered the Civil Service, some the 


service of public authorities, banking, insurance and com- 
mercial firms, while one, after a short time in business, is now 
a Member of Parliament, another is a successful novelist 
and another is a successful journalist. 


SCOTTISH BRANCH 


A meeting of the Council of the Scottish Branch was held 
in Glasgow on February 5. Mr. Robert T. Dunlop presided. 

The Secretary, Mr. James Paterson, reported on various 
matters affecting the profession and particularly members 
of the Soci in Scotland, and the Chairman referred to 
the work of "joint committee on deferment. 

Mr. John D. Imrie, C.B.E., M.A., F.S.A.A., City Chamber- 
lain, Edinburgh, was co-opted a member of Council in room 
of Mr. James Stewart Seggie, resigned. 
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DUBLIN STUDENTS’ SOCIETY 


A debate between Chartered and In rated students 
will be held on March 10, and on April 7 Mr. A. J. Walkey, 
F.S.A.A., will deliver a lecture on “ » Company i 
The activities of the session 1942-43 will conclude with the 
annual general meeting during April. Meetings are held at 
Jury’s Hotel, Dublin, at 6 p.m. 


PERSONAL NOTES 


Air Commodore H. J. Down, C.B.E., who was placed on 
the retired list in December, 1942, on account of ill-health, 
was the senior Accountant Officer in the Royal Air Force. 
He was commissioned as an Assistant Paymaster, R.N.R., 
on February 3, 1913, and after service afloat and with the 
R.N.A.S. Central Pay Office during the Great War, he was 
transferred to the R.A.F. on April 1, 1918. His service with 
the R.A.F. included duty in Turkey and Egypt, and as 
Command Accountant in Inland Area, Training Command 
and Technical Training Command. He was appointed 
Senior Service Accountant, Air Ministry, on August 1, 1942. 
Air Commodore Down was awarded the C.B.E. in 1935 for 
his services as Command Accountant, Inland Area. 


Colonel G. W. T. Coles, Incorporated Accountant, formerly 
practising in Gravesend, has now resumed public practice 
at Stanhope House, Euston Road, London, N.W. 

Messrs. Middleton, Hawkins & Co., Incorporated 
Accountants, Abbey House, Victoria Street, London, S.W., 
have admitted Mr. G. P. Hickman, Incorporated Accountant, 


into partnership. 
REMOVALS 


Messrs. Harrison, Hill & Co. announce that they have 
removed their offices to 196, High Street, Bromley, Kent. 

Mr. W. H. Trapp, Incorporated Accountant, has removed 
his offices to Chesham House, 150, Regent Street, London, W. 


OBITUARY 


ROBERT HAY 


We learn with regret that Mr. Robert Hay, F.S.A.A., 
County Accountant of Northumberland, died on January 28 
at the age of 63. Mr. Hay had been a member of the Society 
of Incorporated Accountants since ]907. He joined the staff 
of the Northumberland County Accountant in 1896, and was 
er County Accountant in 1929. He was a member 

the Committee of the Incorporated Accountants’ New- 
castle-upon-Tyne and District Society. His official duties 
included the office of treasurer to a number of public boards 
and committees in the county, and he was also honorary 
auditor of Northumberland War Agricultural Committee. 
He was a churchwarden of Gosforth Parish Church and a 
member of All Saints’ Masonic Lodge. 


WILLIAM DAVID BEATTON 

It is with regret we record that Mr. W. D. Beatton, F.S.A.A., 
passed away at Amersham, Bucks, on February 18, at the age 
of 61 years. He — as an Incorporated Accountant in 
1917 and in the early part of 1929 founded the firm of Beatton, 
Hewson & Co., Incorporated Accountants, in conjunction 
with Mr. C. A. G. Hewson. Unfortunately, for a long time 
he had suffered from ill health and latterly he was unable to 
take an active part in the practice. 

Mr. Beatton was a member of the Worshipful Company of 
Basket Makers and the City Livery Club, and in masonic 
circles he was a member of the Ulster Lodge. He was also an 
enthusiastic supporter of the Incorporated Accountants’ 
Benevolent Fund. 

The practice of Messrs. Beatton, Hewson & Co. will be 
continued by the remaining partners, Mr. C. A. G. Hewson 
and Mr. Andrew Beatton, elder son of the deceased, at 7, 
Birchin Lane, London, E.C.3. 


WAR DAMAGE VALUE PAYMENTS 
It is generally known that where property is a “ total 


loss ’’ within the meaning of the War Damage Act, the 


value payment is unlikely to be made until after the 


March, 1943 


war, unless it is needed to meet building requirement 


for work of national importance or, in certain circum 
stances, to assist a claimant to secure alternative housing 


’ accommodation or business premises. 


The War Damage Commission has now been directed 
by the Treasury that it may, at its discretion, make 
an advance of the value payment where expenditure 
has been incurred which was necessary or expedient, 
and not contrary to any statutory regulation, bye-law 
or other restriction, on works for the demolition, clear- 
ance or repair of war-damaged buiklings, or for the 
construction, on the old or on a new site, of a new 
building to be used in substitution for the camaged 
building. 


LETTER TO THE EDITOR 


Paper Sizes for Machine Accounting 


Dear Sir,—The new “ Utility” practice of pro- 
ducing things in a few standard sizes instead of a multi- 
tude of dimensions seems to be a step which might be 
advantageously developed after the war. I have in 
mind the different sizes of invoices and dividend tax 
vouchers with which an auditor has to contend, varying 
from wide shallow slips, as favoured by railway com- 

ies, to long narrow strips affected by chemists. 
To these can be added the hybrid sizes issued by book- 
keeping machines. Surely these papers could be re- 
stricted to the standard sizes which could be obtained 
from octavo, quarto and foolscap, or their multiples, 
which are recognised sizes and for which the manu- 
facturers of office furniture have catered ? 

Compared with the age of hand-written book-keeping, 
machine accounting is still in its infancy and has not yet 
developed good habits. The “day book,’’ which con- 
sists of roll of paper several feet long and about three 
inches wide—rather like a Christmas festoon with 
figures on it—the square bank statements which will 
not go into a foolscap file or tray, and the receipt-issuing 
machine whose impression on the bill obliterates both 
the amount of the bill and itself, are not the height of 
efficiency. Future machines might well be designed to 
fit the paper instead of making the paper to fit the 
machine. 

A conference of printers, book-keeping machine 
manufacturers, office furniture makers and accountants 
might do much to clear away the. misfits for the future. 

Yours faithfully, 
C. N. Rows. 

Worcester, 

February 3, 1943. 


BOOKS RECEIVED 


Rates Levied in Various Towns, 1942-43. Fifty- 
eighth annual statement compiled by W. Allison 
Davies, F.S.A:A., Borough Treasurer, Preston. 


Second Supplement to Miller’s Excess Profits Tax. 
By William Miller, M.A., LL.B. (Eyre & Spotti 
woode (Publishers), Ltd., London. Price 6d. 
net.) 

Loose-leaf War Legislation. Edited by John Burke. 
1942 Volume, Parts ll and 12. (Hamish Hamilton 
(Law Books), Ltd., London. Price 6s. net each 
part.) 

The Beveridge Report Criticised. By C. Clive 
Saxton, D.Phil., F.S.A.A. (Geo. G. Harrap & Co., 
Ltd., London. Price 9d. net.) 
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